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If photography is your hobby... 


You probably have one favorite camera 
—one favorite lens. You find that you 
get the best pictures—the best results 


—with equipment you prefer using. 


Odds are that the typewriter you’d use 
would be a Royal—the typewriter that’s 
built up a preference equal to that of 
the next three leading typewriters to- 
gether. 

To get the best results from your 
secretarial staff. supply them with 
Royals. The preferred typewriter! The 


World's No. | Typewriter! 











casita 


Preference for Royal equals the combined 


preference for the next three... 


1. Popularity! Just look how Royal rates with secretaries and 
typists. A national survey shows that preference for Royal 
equals the combined preference for the next three most popu- 
lar typewriters. Your typists will do more work, better work on 


machines they prefer to use. 


2. Royal efficiency! There are work-saving, time-saving fea- 
tures on a Royal not found on any other typewriter! Meaning 


—higher production per machine! 


3. Royal durability! These typewriters are really sturdy. 
Royals stand up .. . spend more time on the job, less time out 
for repairs. With Royal, you get the maximum return for your 
typewriter investment! 


ROYAL— World’s No. 1 Typewriter 
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With DITTO B. F. Goodrich Saves *40,000 Annually 
AS COMPARED WITH HAND COPYING 


Although Ditto delivers bright, errorless copies of 
anything typed, printed, written or drawn, in 1 to 
8 colors, it is more than a duplicating method. 
Ditto is a One-Writing Business System, adaptable 
to production, payroll, purchasing or order-billing. 
B. F. Goodrich Company, for example, saves ‘ 
$40,000 annually with a Ditto One-Writing Order- Production 
Billing system; thus, the cost of this Ditto system Payroll 
was recovered many times the first year it was in . 
use. Hundreds of firms, in widely diverse fields of Purchasing 
business, report similar savings with Ditto. Despite Order-Billing 
the size or nature of your business, Ditto canhelp you. 


(To learn the details on how B. F. Goodrich 

does a better job with Ditto, while saving ( 

$40,000 a year, write for your free copy of ( 
Case History 3411.) 


sue siog [| T TQ) eine Stn 


DITTO, INC., 2216 W. Harrison St., Chicago 12, Illinois ¢ In Canada: Ditto of Canada; Ltd., Toronto, Ontario 





3 A letter in our files, from the Scott-Foresman 
Company, testifies to this statement. Copy of 
the letter is available upon request. 











Forthcoming 
Regional 


Conferences 


Controllers 


Institute 


of 


America 


EASTERN: 
Atlantic City 
April 4-6 


Sponsored bj 
Philadelphia Control 


MID-WESTERN : 
St. Paul 
May 16-17 


Sponsored bj 


Twin Cities Control 


PACIFIC COAST: 
Seattle 
June 11-12 


S ponsored bj 
Seattle Control 


17th ANNUAL 
MEETING 
NEW YORK 

October 10-13, 1948 
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I ntroducing This M ou ’s Authors 








In a masterpiece of biographical con- 
densation, Charles W. Jones, the author of 
“Inventory Control and Valuation” (page 
127), responded 
to our request 
for information 
about himself 
with the follow- 
ing paragraph: 

“I prefer that 
any biographical 
statement be 
brief. I am 58 
years old, have 
spent most of 
my life in the 

on See state of Illinois. 
I graduated from the University of Wis- 
consin in 1914 and became associated 
with Arthur Andersen & Co. (Chicago) 
shortly after that. I have been a member 
of this firm for 24 years. The only hobby 
at which I work seriously and consistently 
is fishing.” 

Mr. Jones’ observations in this issue 
were originally presented before the De- 
cember 9 meeting of the Milwaukee Con- 
trol of the Controllers Institute. 


Moffett 





Wyman P. Fiske (“Good Accountants 
Are Trained,” page 124) is well-known 
to most of our readers. An associate mem- 
ber of The Con- 
trollers Institute 
for thirteen 
years, he has con- 
tributed to THE 
CONTROLLER 
and has served 
on The Insti- 
tute’s National 
Committee on 
Education. He is 
also a past presi- 
dent of the Na- 
tional Associa- 
tion of Cost Accountants and served as na- 
tional secretary of that organization during 
1944-46. 

Mr. Fiske has had a long experience in 
the training problems which are the sub- 
ject of his article in this issue. For twenty 
years he was a college teacher, first (1923- 
28) at the Harvard Business School, and 
then (1930-44) at the Massachusetts In- 
stitute of Technology, where he was Pro- 
fessor of Accounting and Director of the 
Sponsored Fellowship Program. In the 
latter capacity he administered the Sloan 
Program, a special graduate program train- 
ing young business executives (all on 
leave of absence from employing com- 
panies) for greater responsibilities. Dur- 
ing the latter part of 1947 he was, for the 
American Council on Education, Director 





MR. FISKE 


of an Exploratory Survey on Education 
and Training for Business. 

It is entirely natural that with his par- 
ticular background in accounting and in 
training Mr. Fiske should turn to consult- 
ing as his vocational activity. After long 
experience in part-time consulting while 
still in academic work, he has for over a 
year now been giving full time to this 
work. His specialties are controllership 
and cost control problems, and executive 
training. 

When asked what he does in his off- 
hours, Mr. Fiske’s answer was ‘Nothing 
at all unusual.” He admits to liking music 
and to enjoying a moderate (emphasis on 
“moderate” amount of fixing-up and 
handy work about his home in Scarsdale, 
New York. He is definitely, he added hast- 
ily, not available, however, for engage- 
ments as a plumber or carpenter. (He ob- 
viously did not see—nor have to pay—the 
plumber’s bill we recently received!) 


A native of Moline, Illinois, where he 
was born a few years before the turn of 
the century, Wallace M. Davis (‘‘Analy. 
sis of Financial aca 
Statements from 
a Bank View- 
point,’ page 
135) is vice pres- 
ident of Citizens 
Fidelity Bank 
and Trust Com- 
pany, of Louis- 
ville, Kentucky. 
Mr. Davis came 
to the Citizens 
Union National a 
Bank in 1919 as MR. DAVIS 
a clerk, and was successively assistant 
cashier, assistant vice president and vice 
president. He is chairman of the Louisville 
Chapter, American Red Cross; director of 
the Louisville Branch, Federal Reserve 
Bank of St. Louis; and also holds director- 
ships in Louisville Textiles, Inc. and the 
Louisville Credit Men’s Association. In ad- 
dition, he is a member of the Association 
of Reserve City Bankers, in which he has 
served as treasurer as well as a three-year 
term (1942-1945) as director. 











Forthcoming Features in 
THE CONTROLLER 


ACCOUNTING AND THE NATIONAL ECONOMY 
By Robert Osborne Baker, Ph.D. 


ADVANTAGES AND DISADVANTAGES OF DIFFERENT 
TYPES OF FINANCING FOR INDUSTRIALS 


By M. R. Hardin 


FORECASTING FINANCIAL REQUIREMENTS 
By S. C. Kelly 


FIELD WAREHOUSING 
By R. L. Gordon 


THE PLACE OF EMPLOYEE BENEFIT AND RETIREMENT 
PLANS IN BUSINESS 
By Chan Eno 


THE INSURANCES’ BUYERS LATEST “HEADACHE” 
By Dwight W. Sleeper 


LESS WORK PER UNIT OF PRODUCTION 
The Profitable Solution For Labor and Management 


By Edmund John McCormick 


DEFALCATION AND EMBEZZLEMENT 
By Arthur F. Timmins 
REPLACEMENT RESERVES: THE ENGINEERING 
VIEW POINT 
By C. J. Schwingle 
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Photograph taken in the great Jordan Marsh 
Company store, which, like hundreds of 
other department stores, uses Moore Busi- 
ness Forms by the millions. Shown below is 
a Moore Sales Book, which rules out all 
waste motion and gives all copies needed. 





Moore also makes Speedisets; Continuous 
Forms; Fanfold Forms; Moore Registers and 
Flatpakit Forms; Marginal Punched Forms. 


And to keep things moving at a profit, 
the department store must hold operat- 
ing costs low. Here, Moore Business 
Forms, Inc., steps in, to help slash 
those costs to the bone. 

Every year Moore’s cost-cutting busi- 
ness forms save thousands of hours of 
office work for businesses of every 
kind and size. Merchant, manufacturer, 
jobber, wholesaler—all fight ever-rising 
office overhead with multi-copy forms 
engineered by Moore for speed. 


The Jorden Marsh Compzeny, New 


ZS 
Sa MOORE BU 
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England’s largest store, has been using 
Moore business forms for over 69 
years. This modern, busy store elimi- 
nates wasteful copying — and guards 
accuracy—with a sales book that gives 
four copies in one writing. Belk Broth- 
ers Co., in Charlotte, N. C., along with 
260 other Belk’s Department Stores, 
control operations by using 30 different 
Moore forms for speed and economy. 
Let a Moore specialist show you how 
even the smallest business can save. 
Call your local Moore office today. 


INESS FORMS, INC. 


Factories in Niagara Falls, Elmira, N. Y.; Minneapolis, Minn.; Denton, Texas; Los Angeles, Emeryville, Calif. 
Sales Offices in over 200 cities from coast to coast, also factories and sales offices across Canada 
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Edttortal Comment 


Of Institute Policy, and its Implementation 


pe I know little of the history of policy or detail of internal 
operation of The Institute, I speak at this point as an out- 
sider looking in. It is an honor and a pleasure to undertake the 
assignment of Managing Director for the Controllers Institute, 
because The Institute has already achieved an important place in 
American business leadership. Yet, I believe its potential value 
is still far from being realized. 

As a national organization composed of the top financial ofh- 
cers of American business, you ate responsible for the sound 
condition and continued growth of private enterprise. This is an 
important national function. The Institute is your symbol of or- 
ganized cooperation in the effort to fulfill the responsibility with 
integrity and skill. 


Relationship with other Business Groups 


oes of the unique position occupied by The Institute, it 
seems to me that you need never think in terms of competi- 
tion or conflict with other associations or bodies of business men. 
No other group is competing directly or fully in the broad field 
occupied by The Institute, nor do I believe any could success- 
fully compete. 

The corollary of this proposition is that where there need not 
be competition, cooperation can be correspondingly more profit- 
able and constructive. When The Institute finds common ground 
or common interest with some other business organization, it 
need not fear to collaborate, for its own position is secure. 

All this makes sense in another way. By its very definition, a 
non-profit, cooperative association is not a competitive enterprise 
and it is ill-fitted for that role; but correspondingly well-fitted 
for cooperation with similar organizations in other fields. 

The great unrealized potential of The Institute seems to me to 
lie in the field of government relations, as a spokesman for the 
financial management skill of American business. It is the intent 
of your Board of Directors to broaden and develop your func- 
tions of advice and help to the government, and of education of 
the public, in those fields where top financial officers can be 
helpful. 

Your committees have already attained prestige and influence 
in Washington because of their honest, non-partisan and con- 
structive advice. This was a conclusion I reached in connection 
with my work and contacts in Washington, long before I had 
any direct interest in The Institute. Thus, it could not have been 
“the prejudice of patriotism.” 
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The Institute has avoided any moves which would align it— 
or appear to align it—with any political party. We must preserve 
and enhance this good standing. Intensive study during the past 
few years, of the experience of various trade associations and 
business groups, confirms the wisdom of that policy. 


Economic Advice to Congress 


bes many lobbyists have fattened on industry's credulity. The 
plea, “Give me $50,000 to spend in the right places and I'll 
get what you want,” is almost always improbable and mislead- 
ing. Decisions on important public measures are seldom swung 
this way. Not enough Congressmen are open to pressure, polite 
or otherwise. Of Congressmen and their motives, Mr. Arthur D. 
Whiteside, President of Dun & Bradstreet, Inc., says: 


“My job when I was with the War Production Board the last time 
was to some extent to act as a liaison person on Civilian Requirements 
between WPB and Congress. I had to do that because Congress 
wanted to take the Office of Civilian Requirements out of WPB and 
we didn’t think that it should be done. It would have been a political 
football. I went to Washington for that specific purpose—to prevent 
the divorce of OCR from War Production. I met every man in Con- 
gress I felt it necessary to meet. I didn’t find one in an important 
chairmanship who didn’t have good common sense. I didn’t find any 
man who didn’t try to do what he thought was best for his Country.” 


Among business men who have served in Washington in 
similar capacities, that conviction is commonly shared. 

The problems, on which a Congressman must vote, embrace 
the whole range of human activity. He cannot know all he needs 
to know, and he needs technical information and advice. Supply- 
ing that advice is one of organized industry’s more important 
responsibilities. The nation’s controllers, through their Institute, 
have a significant share of that responsibility. 


Working Arrangements with the American Institute of Ac- 
countants 


HE Controllers Institute has long had a common interest with 

the American Institute of Accountants in various problems 
of accounting, especially the changing interpretations of ac- 
counting concepts forced upon us by the evolution of law and 
economics. 

It seems reasonable to predict that the two bodies can and will 
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agree most of the time on solutions to these problems; but 
equally certain that neither organization can guarantee one-hun- 
dred per cent agreement ad infinitum. It would seem desirable 
to provide for achieving both agreement and disagreement, with 
4 maximum of speed and a minimum of emotional content. 

Some of our members have criticized the Committee on Ac- 
counting Procedure of the American Institute of Accountants 
for three emergency bulletins, issued without apparent benefit of 
advice from controllers. I therefore undertook to study the tim- 
ing problem, as to such bulletins, with John L. Carey and we 
have reached the following informal working agreement, subject 
to revision if and when necessary. 

Mr. Carman Blough, for the AIA Committee, has volunteered 
to notify the Controllers Institute of problems which they are 
considering and about which it may become advisable to issue a 
statement or bulletin. He plans to do this in advance of any for- 
mal action or the drafting of a report; and will indicate to us 
the urgency or priority of each item. 

The Controllers Institute, in turn, will make every effort to see 
that the AIA receives promptly all the information and opinions 
that can be made available. 

The day after this agreement was reached, The Institute re- 
ceived the first list of items. These are subjects on which the Re- 
seach Department of AIA is attempting to develop background 
for their Committee : 


“(1) Stock options as compensation to officers and employees 

“This subject was on the committee’s agenda a couple of 
years ago and was dropped for lack of agreement. However 
the question has again been raised with the committee by out- 
side sources, and it is expected that some effort will be made 
to reach agreement on a date as of which such options should 
be valued and the accounting procedures to be followed in 
connection therewith. 


“(2) Disclosure in financial statements 

“This question involves what constitutes minimum or es- 
sential disclosures in financial statements. This is really an 
outgrowth of a study made by this department of the criti- 
cisms made by the Securities and Exchange Commission of 
corporate reports issued to stockholders by companies not 
subject to SEC jurisdiction. It is felt that a more widespread 
recognition of certain minimums for disclosure might head 
off further encroachment on corporate reporting by govern- 
mental bodies. 


“(3) General use in financial statements of the word ‘reserve’ 

“The present multiple use of the word ‘reserve’ has proved 
to be very confusing to laymen and readers of financial state- 
ments generally. It is believed that a statement may be devel- 
oped by the committee which would establish criteria for the 
use of the word ‘reserve’ in financial statements, and would 
make suggestions of appropriate substitutes. Among the uses 
of the word ‘reserve’ which lead to this confusion are ‘re- 
serves for doubtful accounts,’ ‘reserves for depreciation,’ ‘re- 
serves for income tax,’ ‘reserves for warranty,’ and ‘reserves 
for future expansion.’ 


“(4) Stock dividends 

“Question has been raised as to whether Accounting Re- 
search Bulletin No. 11, dealing with ordinary stock dividends, 
should not be expanded to help clear up controversies which 
arise in its interpretation. For example, there are those who 
feel that the bulletin does not furnish enough criteria as to 
the method of determing the amount to be charged in the 











case of such dividends, and others who believe that there 
should be some criteria for distinguishing between a dividend 
and a ‘split-up.’ Recently there appear to have been some con- 
troversies in relationships beween corporations and the SEC 
and the Stock Exchange over both of these matters.” 
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Mr. Blough points out that the AIA committee’s thinking has 
not yet progressed far enough to permit a clear statement of the 
trend or of the priority which should be given to these several 
subjects, but they would like the comments and suggestions of 
controllers. 

Accordingly, I took the responsibility of committing the 
Controllers Institute to give the AIA at least a preliminary reac- 
tion by February 20. A bulletin was sent promptly to the appro- 
priate committee members of the Controllers Institute, and some 
further news may be available before the last pages of this issue 
go to press. However, it is certain that these subjects will still be 
under consideration when the March issue of THE CONTROLLER 
reaches you. I am sure that both the AIA Committee and the 
Controllers Institute's committee will welcome any comments 
from readers of THE CONTROLLER. 


One View on H.R. 2657 


A FEW evenings ago I telephoned a friend who is a member of 
one of the large law firms in New York City, and active in 
the affairs of the American Bar Association. I asked him: ‘““What 
is the real story of this H.R. 2657; it looks like an effort to force 
people to hire lawyers. My friends, the Controllers, are dis- 
turbed about it because many of their tax matters, for example, 
have been handled by Certified Public Accountants. They fear 
that in some cases even the salaried executive of a corporation 
could not appear before a government body. 

“On the other hand, I imagine there must have been some 
abuses or troubles which caused the Bar Association, or someone, 
to arrange for the introduction of this resolution.” 

His reply was: “It is nothing more or less than an effort on 
the part of the legal profession to grab more business. One of 
the members of our firm, who is both a CPA and a member of 
the Bar, has been serving on a Bar Association committee which 
is supposed to define the fields of action of accountants and law- 
yers in such matters. They made little headway, but he sides 
with the accountants. 

“After all,” said my friend, “lawyers are spread too thin over 
the entire range of human affairs to have a maximum degree of 
acquaintance with every type of problem. There are some things, 
especially in the tax field, which accountants are better equipped 
to deal with because they study them intensively all the time.” 

He then returned to my original question: ‘There may have 
been some abuses, cases where business ‘suckers’ paid good 
money to incompetent representatives in Washington, but I 
haven't seen any bill of particulars (plenty of people have paid 
money to incompetent lawyers also). I suspect that if the ac- 
countants or the controllers would arrange to make a little sur- 
vey among government bureaus and commissions, they could 
quickly find out what these alleged abuses were and arrange to 
correct them. In my opinion, they were only excuses for another 
‘grab.’” 

That last suggestion from the learned gentleman stuck in my 
mind. 

Controllers are necessarily interested in the problems which 
their companies must present to government. As a matter of 
public interest, however, controllers are also concerned that these 
transactions between the government and its citizens—individual 
or corporate—be carried on in the most effective and least waste- 
ful manner. I suspect that an opinion survey conducted among 
the bureaucrats and commissioners, who must actually hear rep- 
resentatives of business, would reveal that enactment of H.R. 
2657 would not be a good thing for government or business. 
Maybe that survey, if it could be arranged, would prove to be a 
stronger antidote than the worth-while opinions expressed either 
by the American Institute of Accountants or by the Controllers 
Institute of America. 


WALTER MITCHELL, JR. 








Controllership Looks Ahead 


By Christian E. Jarchow, President, Controllers Institute of America 


In developing this subject, I think I 
need not, except in passing, refer to cer- 
tain general duties and responsibilities of 
the controller. I do not mean to minimize 
the importance of these duties and respon- 
sibilities, but their well-recognized char- 
acter renders it superfluous to discuss 
them in detail at this time. I refer to the 
necessity for a strong and sound organi- 
zation of the controller's department, for- 
tified by proper procedures for the re- 
cruitment and training of accounting em- 
ployees, and by all appropriate measures 
for the maintaining of a high depart- 
mental morale; I refer also to the ne- 
cessity for a system of accounting records 
and reports that will reflect the results of 
operations in as much detail as is necessary 
to assure the means for proper managerial 
control, and which will highlight such 
data as may require particular attention; 
I refer also to an adequate system of in- 
ternal control for the continuous audit of 
procedures, as well as of receipts and dis- 
bursements, and for the safeguarding of 
the assets of the company; and finally, to 
a real awareness of the importance of efh- 
ciency in office methods, taking advantage 
of mechanical devices wherever necessary 
and advisable, and avoiding the danger of 
bureaucracy growing up within one’s own 
organization—that same danger of which 
we are all so critical with respect to gov- 
ernment offices. 

In this paper I shall, rather, concern 
myself primarily with what controllers 
can and should do to become a more vital 
part of corporate management. Too often 
the controller feels that his function has 
been served when he keeps top manage- 
ment inforined of what has transpired in 
the operations of the business. This is im- 
portant, but it is not enough. The con- 
troller, because of his intimate acquaint- 
anceship with the facts and figures 
pertaining to his company’s affairs, and 
because of the necessity for him to inter- 
pret these facts and figures in terms of 
their effect upon company policies, is in 
a position to offer valuable counsel and 
advice in the formulation of management 
policy, or in its adaptation to the require- 
ments of new circumstances. 

The controller must be a part of man- 
agement, and not merely an assistant to 
management. This means that he must 
maintain a close relationship to the presi- 
dent and other officers and that he must 
take an active part in executive discussions 
on important questions of operation or 
business policy. It also means that the 
controller must keep closely in touch with 
the actions taken by the board of directors 


and must be familiar with the thinking 
back of such actions. As a matter of fact, 
there is much to be said for the form of 
organization in which the controller is 
directly responsible to the board of direc- 
tors for the maintenance of adequate ac- 
counting procedures and records and the 
preparation of financial statements and re- 
ports on the operations and results of the 
business. This does not mean, of course, 
that he would not also be responsible to 
the president and to the chairman of the 
board (where the latter is himself an 
executive officer of the company) for the 
administration of his department, and for 
the performance of such duties as may be 
assigned to him. 


WATCH THE RESULTS 


The controller must be constantly in- 
terested in the results of management 
policies. Where a choice of policies is to 
be made it is he who is called upon for 
the calculations of the probable financial 
or other results ensuing from alternative 
courses of action, and it is upon the basis 
of these calculations that a decision is 
made. From this it follows that the con- 
troller has a general duty of being 
constantly alert to the direction in which 
his company’s affairs are heading, and the 
trends which are affecting it. His fore- 
casts of what future results are likely to 
be are more important to management 
than his reports on what has happened 
during past periods. 

It is obvious, of course, that any esti- 
mate, or forecast, pertaining to future 
operations must be in large measure 
grounded in the experience of the past. It 
has frequently been said that history re- 
peats itself. This is not entirely true, since 
each era brings a new set of circumstances, 
together with new mental attitudes, new 
problems, and new opportunities. A pat- 
tern of economic events which has oc- 
cured in the past may not necessarily be 
indicative of what will happen in the fu- 
ture. A good example of this is the eco- 
nomic experience of the country follow- 
ing World War I and following World 


War II. Because of the basically differ. 
ent environment in which we find our. 
selves today, we do not expect that the 
pattern of economic events which we 
will encounter within the next few years 
will be exactly like that which we went 
through following World War I. Pro. 
fessor Sumner Slichter and others have 
called attention to the basic differences in 
our economic background today as com- 
pared with the early 1920's, and their 
thorough analyses of the situation deserve 
the close study of all controllers who wish 
to be of maximum service to their com- 
panies in this difficult period through 
which we are passing. 

It is not expected that controllers 
should assume the role of prophets and 
predict the future course of economic 
events. What they can, and should, do is 
to continuously look ahead and prepare 
estimates of results to their own com- 
panies under various bases of operations. 
In making such estimates, recognition 
must be given to the fact that business 
may go in a number of directions; con- 
sequently, such estimates must recognize 
what the effect might be under each of 
these assumptions. These estimates should 
show the effect upon profits, upon work- 
ing capital, and in particular upon the f- 
nancial position of the company. They 
must also indicate the fixed capital re- 
quirements, the margin necessary in order 
to attain a reasonable return on invest- 
ment, and the like. The making of such 
estimates gives management an oppor- 
tunity to understand where the company 
will be in the future under a variety of 
assumptions. 


How MucuH CONSERVATISM ? 


Accountants have sometimes been ac- 
cused of being guilty of a permanently 
“pessimistic bias,” which probably stems 
from the inherently conservative nature 
of ‘generally accepted accounting prin- 
ciples.” Perhaps it is too often true that 
estimates of future operating results are 
made from a conservative standpoint, 
with an attempt to picture the worst that 








THE CHALLENGE TO CONTROLLERS IS GREAT 


Within brief compass, Mr. Jarchow brings forth many significant aspects of 
modern controllership in this paper which he presented, in New Orleans, at the 
First Southern Conference of Controllers. He illuminates the fact that although 
the challenge of today’s trends is broad, it is one that controllers, particularly, 
must be prepared to help their corporations meet. 


—The Editors 
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could happen, thereby eliminating the oc- 
casion for criticism if results should turn 
out badly due to some presently unfore- 
seen factor. There is no doubt that there 
is real value in presenting estimates con- 
servatively; however there are occasions 
when the most conservative presentation 
will be to overemphasize volume possi- 
bilities rather than deliberately to under- 
state them. Such occasions present them- 
selves in connection with estimates center- 
ing upon financial requirements in future 
eriods. If volume is understated in such 
estimates, it may very well turn out that 
financing plans made on such a basis will 
be inadequate when the time comes. 

I wonder how many companies have 
prepared estimates indicating what the 
effect will be on their profits and on their 
financial position if business should 
slump, even as little as 25 per cent. from 
present high volumes. I am certain that 
many businesses will find that such a 
slump, moderate though it might seem as 
compared with the high levels we have 
enjoyed during recent years, might put 
them in red ink due to high fixed costs 
and high break-even points. To be fore- 
warned is said to be forearmed. Conse- 
quently, through such studies, carefully 
and intelligently prepared, economic and 
financial dangers perhaps can be avoided, 
or at any rate foreseen and minimized. It 
is important for all companies to be pre- 
pared for rough weather as well as boom 
times. 

The idea is being advanced more and 
more frequently that in the main Ameri- 
can business organizations—and _ particu- 
larly those which have attained a certain 
size—are in a sense social institutions, 
operating in the interests of customers, 
employees, and stockholders, and thus for 
the public at large. Assuming that this 
concept is sound, it is of course apparent 
that in the formulation of business 
policy, management must attempt to keep 
in mind the interests of each of these 
three groups, and not be too greatly in- 
fluenced by the wishes or desires of any 
one group. Obviously these interests run 
counter to each other in the matter of the 
division of business income, or the eco- 
nomic benefits of a particular enterprise. 
If wages are increased to an extent higher 
than economically justifiable, both the cus- 
tomers and the stockholders may have 
legitimate cause for complaint. If divi- 
dends are too high, or prices are too low, 
the result will be either that wage scales 
must be lowered beyond a point that can 
be justified, or the working capital of the 
company will be drained of and job- 
making opportunities forfeited. If the 
ptinciple of economically justifiable divi- 
sion of business benefits can be intelli- 
gently applied, the results will contribute 
to the general well-being, and will be re- 
flected in a sustained period of prosperity. 

It is, of course, easier to suggest such 
a principle than it is to apply it in our 
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daily business decisions. All of manage- 
ment must earnestly strive for the result 
if it is to be achieved. It is undoubtedly 
true that many of our economic ills are 
due to a maladjustment in the distribution 
of business income arising from too much 
attention being paid to the demands of 
one group (possibly because it is the most 
vociferous group) without full consider- 
ation of the effects that a contemplated 
course of action may have upon the other 
two groups. I believe that there are cer- 
tain practical things that management 
must ever have in mind in connection 
with this principle. Among them are the 
following: 


WATCH ADMINISTERED PRICES 


First of all, a company’s pricing basis 
must be sound. Prices today of many man- 
ufactured articles may be said to be ad- 
ministered prices, rather than prices based 
upon the normal play of competitive fac- 
tors. The danger in this situation is that 
some companies will be tempted to fix 
prices on the basis of what the market 
will bear, without adequate consideration 
for the real interest of the company in 
protecting and preserving its market by 
equitable treatment of its customers. A 
company which prices its products too 
high in periods of flush demand is likely 
to be a company which must reduce its 
prices drastically when demand drops 
sharply—perhaps to the point where an 
unprofitable situation follows and failure 
becomes inevitable. A far better principle 
is to establish prices on a basis which will 
leave a margin for an adequate, but 
reasonable, return on the investment at 
normal volume of business. The profit ob- 
jective thus adopted as a standard is of 
course a long range objective to be ob- 
tained as an average over the years. The 
profit margin in particular years must be 
conditioned upon the ups and downs of 
business, thus varying in percentage from 
one year to another. 

A company should be willing to reduce 
its prices when important cost savings ire 
accomplished either through technological 
improvements in manufacturing methods 
and processes, or through an increase in 
sales volume arising from the expansion 
of markets, or through other means. It is 
important in the establishment of prices 
not to leave the margin so low as to re- 
sult in a high break-even point for busi- 
ness. There must be sufficient margin so 
that with a reasonable reduction in vol- 
ume, the company will still be able to 
earn a fair return on its investment. The 
pricing policy should also be based upon 
a profit objective which allows for the re- 
investment requirements of business. This 
latter is particularly true today when the 
replacement value of productive assets is 
so much higher than the original cost. 
Product costs generally include depreci- 
ation on the theory of amortization of 
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properties at original cost, rather than on 
the theory of an economically proper 
charge for the use of these assets which 
now have a higher replacement value. 


FaiR DIVIDEND POLICY 


A company must establish a fair divi- 
dend policy consistent, of course, with the 
profits of the business and with the rein- 
vestment requirements. Stockholders are 
an unorganized group. It is not generally 
appreciated that the stockholders of the 
15 largest industrial companies in the 
United States are actually greater in num- 
ber than the employes of these same com- 
panies. Yet the bargaining power of the 
great majority of these stockholders is 
practically nil. 

Certain large stockholders may register 
their feelings from time to time with re- 
spect to the sufficiency of dividends being 
paid or their reaction as to the quality of 
the financial or operating management of 
the company. However, the vast majority 
of stockholders do not do so. This is an 
important fact for management to recog- 
nize for many small stockholders depend 
upon dividend income to meet current 
living costs and they are certainly finding 
the buying power of their dividends ap- 
preciably reduced in these days of high 
consumer prices., Dividend dollars are 
subject to the same damaging effects of 
inflation as wage dollars. 


WAGE CONSIDERATIONS 


A company must establish its wage 
policy with due consideration to all perti- 
nent factors; its wage scales should be 
fair in relation to the general wage levels 
in the various communities in which it 
does business. Obviously they should not 
be based entirely on a company’s current 
ability to pay, since this concept ignores 
the company’s obligations to its customers 
and its stockholders and ignores also the 
basic principle of establishing a fair rate 
for each job. Even if we mean “‘ability to 
pay” after the establishment of economi- 
cally correct prices and after provision for 
dividends, we might still arrive at a scale 
of wages which would be inequitable by 
comparison with community wage levels, 
through being unduly high in good times 
and unduly low in bad times. 

In its labor relations policies, the wages 
paid by a company constitute only one 
element. Industrial companies today rec- 
ognize the necessity for maintaining good 
working conditions in their plants and 
offices; for dealing with employes in all 
things considerately and with full ac- 
knowledgement of their right to be re- 
garded as responsible individuals, each of 
whom is capable of making contributions 
to the results of the business; for adopt- 
ing all reasonable measures looking to- 
ward greater employe security, such as 
greater uniformity in working schedules 
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throughout the year and plans providing 
benefits to employes in the event of sick- 
ness, accident, or retirements, and to their 
beneficiaries in dase of death. 


MANAGEMENT'S DuTy 


Management has a duty toward all 
three of these groups—customers, stock- 
holders, and employes—for the efficient 
conduct of the business. This means that 
it must use the corporate assets with 
maximum efficiency, and also with maxi- 
mum intensity; in other words it means 
getting out of the productive facilities of 
a company the maximum amount of prod- 
ucts and services which are acceptable 
market-wise and which are produced at 
an economically proper cost. It involves 
the coordination of all managerial effort 
—that which is concerned with the engi- 
neering of products, with the establish- 
ment and operation of plants, with the 
supply and management of raw materials, 
with production and distribution sched- 
ules, with distribution and marketing 
methods, and so on. 

This is the job of management and if 
it discharges it properly, it will be assum- 
ing its full share of responsibility toward 
the three groups involved and conse- 
quently its responsibility for the overall 
economic progress of the country. Stock- 
holders, employes and customers do have, 
from one point of view, conflicting inter- 
ests; yet they have a common interest in 
the development of strong, stable com- 
panies as the backbone of the country’s 
economic system. Such companies can 
only be maintained by capable business 
management working along the lines dic- 
tated by sound business policy. In the 
establishment of sound business policies 
the controller has been called “the strong 
right arm of management.” To warrant 
this reference, the controller must see 
clearly, as it affects his own company, this 
picture which I have attempted to de- 
scribe generally. He must be prepared to 
play an important part in the policy de- 
liberations of his company by setting out 
the effects of any new proposals on the 
financial position of his company and by 
assisting in the formulation of policies 
that will help in the attainment of desired 
objectives. 

The country today is operating under 
economic conditions which are quite dif- 
ferent from any we have had in the past. 
Industrial activity is at an all-time high. 
Farm prices and farm income are tar 
beyond anything regarded as normal in 
prewar years. The demand for American 
products by foreign countries is large be- 
cause of their needs for economic reha- 
bilitation. This demand is likely to con- 
tinue for some years, limited only by the 
ability of foreign customers to pay for 
the products needed. Wage rates for the 
last couple of years have been subject to 
annual increases, following a general pat- 
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tern throughout the country. There is 
every indication that wage rates are fairly 
rigid and that they are not likely to be 
reduced unless we should have a period 
of prolonged depression. 

All of these factors present problems to 
the controller which are somewhat differ- 
ent from those requiring his attention in 
the past. In the first place, most business 
is today faced with high production costs. 
The increases in costs since 1939 have 
been substantial. Increases in wage rates 
are reflected either in labor costs or in 
prices of materials purchased. Higher 
labor costs and scarcity of labor have en- 
couraged the trend toward labor-saving 
machinery. Investments in such machinery 
have increased the proportion of fixed 
costs to total costs. While most industries 
today have no difficulty in reflecting in- 
creased costs of production in higher sell- 
ing prices, there is no assurance that this 
situation will continue for any great 
length of time. It is, therefore, important 
that these high production costs be care- 
fully analyzed and studied with a view to 
seeing what economies can be brought 
about. These economies may be accom- 
plished through engineering research te- 
sulting in changes in design; or through 
manufacturing research in better methods 
of manufacture or processing, new and 
better materials, better utilization of 
equipment, and such. When the next 
slump occurs in business, and competitive 
considerations compel the lowering of 
selling prices, companies which are not 
able to trim their costs to meet the new 
situation will be in considerable danger. 

A low-cost producer today may not ne- 
cessarily be a low-cost producer when 
volume of business drops in a period of 
recession. Along this same line, it is 
equally important for business to main- 
tain a progressive attitude, to do every- 
thing possible to prepare for the time 
when sales decline by introducing new 
products into production and by making 
improvements in old lines of products. To 
do this intelligently it is necessary that an 
adequate job in market research be done 
before much time and effort is devoted to 
engineering research. Market research 
takes time and engineering research also 
takes time. Those companies which wait 
until the next slump is upon us to carry 
on the research necessary for the develop- 
ment of new or improved products will 
find that time is against them. Some may 
question the validity of the old adage “In 
time of peace, prepare for war” but few 
would question a paraphrasing of it to 
suit our present discussion—'‘In time of 
prosperity, prepare for depression.” 

Increased attention should be paid by 
controllers to their procedures for bud- 
getary control as one phase of the matter 
of getting the business house in order be- 
fore the next slump hits us. Practically all 
companies can do a more complete job of 
budgetary control than they are now do- 


ing. Many controllers probably hesitate to 
enlarge the scope of activities of this kind 
because of the fear of developing a top- 
heavy organization which will not pay its 
way. This is an entirely understandable 
attitude and yet such a fear is probably 
less well-founded with regard to a budget 
organization than with some of the other 
staff functions which have been created 
within business management during te. 
cent years. 


BUDGETARY CONTROL 


To be really effective, of course, a 
system of budgetary control must have 
the active support and cooperation of top 
management. It should be so intimately a 
part of regular accounting procedure as 
to make possible the issuance of reports 
which serve both as accounting reports 
and as budget control reports. It should 
also facilitate the coupling of budget pro- 
cedures with the general forecasting 
procedure. Naturally the accounting de- 
partment alone cannot set budgets. This 
must be done with the cooperation of the 
entire supervisory force, with special as- 
sistance from those staff departments, 
such as methods and time study, which 
deal with operating standards. In con- 
verting budgets into forecasts of opet- 
ating results, sales budgets must also be 
established. In these days when sales 
volume is such a significant factor due to 
increasing break-even points in business, 
it is needless to say that the sales budget 
must be established with extreme care and 
with all the expert advice and counsel 
that can be obtained. 

To be of most help to management a 
system of budgetary control must also 
provide for review and adjustment by te- 
sponsible executives in the early stages. 
When the budgeting procedure indicates 
that costs of production, distribution, and 
administration are too high to be carried 
by the volume of business which is in 
prospect, someone in the organization 
should have the opportunity, and the re- 
sponsibility, to insist upon changes that 
will bring about the best possible relation- 
ship, in view of the circumstances pre- 
vailing, between prospective costs and 
prospective income. Budgetary control 
thus used forces management to look 
ahead and set up its target for a given 
fiscal period; only when this has been 
done can managerial effort be intelli- 
gently coordinated to obtain maximum 
results. 

There is much that remains to be done 
by controllers in improving general ac- 
ceptance of, and confidence in, corporate 
financial reports. You are all familiar 
with the rather high degree of distrust 
which the public has for corporate te- 
ports. This was set out in the study made 
by the Controllership Foundation and re- 
leased last year. Some of this distrust is 
due to the lack of understanding of the 
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accounting terms used in financial reports. 
Some of it is due to the rather arbitrary 
action that has been taken from time to 
time by some companies in not following 
consistent accounting policy from year to 
year. Some of the criticism is due to 
propaganda campaigns by unions whose 
objective is usually to magnify the earn- 
ings of corporations and thus emphasize 
the ability to pay increased wages. Some 
of it is due to statements made by indi- 
viduals in governmental circles simply be- 
cause of lack of understanding or possibly 
because of political motives. 


IMPROVEMENT OF REPORTS 


Much remains to be done by all con- 
trollers in improving the acceptability of 
corporate reports. In the first place, there 
must be continued emphasis toward the 
simplification of accounting terms. Re- 
ports and financial statements should be 
made as understandable as possible. There 
must be complete frankness in discussing 
the issues which affect the operating re- 
sult or the outlook. In dealing with such 
things as profits, the proper relationship 
of profits to sales and to investment must 
be stressed. It is important for controllers 
to realize that when accounting policies 
and procedures are changed frequently, 
the public is inclined to believe that it 
has been done because the company ex- 
pects to derive some advantage from the 
change. What is not understood tends to 
become suspect. It is desirable at all times 
to inform the public of the general ob- 
jectives of management, the reasons for 
certain policy decisions, the manner in 
which the revenues of the business have 
been divided between the employes, the 
stockholders, and the future requirements 
of the business, and the compelling 
reasons why a portion of company earn- 
ings must be reinvested to meet future 
needs. Controllers can play an important 
part in dispelling the idea that the free 
enterprise system is working to the ad- 
vantage of one group only; they can pro- 
mote the positive idea that the best inter- 
ests of all groups are served by financially 
strong companies, both large and small, 
working within the precepts of the free 
enterprise system. 

In discussing the subject of pricing I 
made a brief reference to the necessity for 
a profit margin objective which takes into 
account the reinvestment requirements of 
the business. I stated this was particularly 
important at this time due to the rapidly 
mounting replacement costs of plants and 
equipment and to the inadequacy, from 
a replacement point of view, of depteci- 
ation reserves currently available. Such re- 
serves, having been constituted by pro- 
visions based on original cost of proper- 
ties, are obviously inadequate to buy new 
plants and equipment when replacement 
becomes necessary. Some companies have 
sought to remedy this deficiency by tak- 
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ing up a more or less arbitrary provision 
for additional depreciation in production 
costs. This-of course is not deductible for 
income taxes. Some concerns have taken 
the view that it is a financial and not an 
accounting problem; their procedure has 
been to seek a high enough profit margin 
over costs as conventionally computed to 
make possible the retention of earnings 
sufficient to accomplish the purpose de- 
sired. 

Much thought is currently being given 
this problem by members of the account- 
ing profession. It is recognized that it is 
not just a matter of depreciation alone. 
What is involved is basically the whole 
question of income measured in historical 
dollars—that is, dollars of varying value 
and the economically correct income. 
To determine the economically correct in- 
come it would be necessary to measure 
cost and expense elements in dollars hav- 
ing the same buying power as those used 
in recording incomes. 

Considerable study has been given to 
this problem and many articles have ap- 
peared in various publications. I am not 
prepared to give you any answer or au- 
thoritative statement on this matter. I can 
only recommend that you follow closely 
the developments concerning it. The 
period of rapid inflation which has oc- 
curred since the end of the war—and 
which is perhaps not yet at its peak—has 
brought to controllers no graver problem 
than this one of trying to distinguish be- 
tween profits as determined by regular 
accounting principles and procedures, and 
profits from a strictly economic point of 
view. 





INFLATED INVENTORY VALUES 


Along with the rapidly mounting costs 
of new plants and equipment, there has 
been a considerable inflation of inventory 
values. While the profit effect of inven- 
tory inflation is minimized to some extent 
by the “‘last in, first out” principle, it is 
not entirely eliminated even in such cases. 
Further, there are many companies to 
which the “‘last in, first out” principle is 
not entirely suitable. With inflation of 
inventory values, more of the company’s 
capital is tied up in inventory, and thus 
a part of the profits is in effect not avail- 
able for distribution to stockholders since 
it is required for working capital pur- 
poses. Moreover, there is always the pos- 
sibility that as prices go up, so may they 
eventually come down resulting in serious 
losses. 

An incidental consideration is the ef- 
fect which rising prices may have on the 
costs of tooling for new models. Some 
companies have followed the practice of 
changing the models of their products 
at regular intervals, in some cases annu- 
ally. This practice necessitates the writing 
off of tooling equipment, patterns, and 
even some special machine tools, over a 


123 


comparatively short period. In view of the 
very high costs currently attaching to such 
items, there is a question whether it is 
warranted for business to change models 
so frequently. This is, of course, a ques- 
tion which the customer himself will ulti- 
mately decide, through his consenting, or 
refusing, to pay for new models the 
higher prices which are necessary to ab- 
sorb the greatly increased tooling costs. 

This problem is typical of a lot of in- 
cidental problems which inflation may 
bring. The most important one for con- 
trollers to recognize, however, is that 
only a part of the reported profits are 
real profits in the sense that they are not 
needed in the business to protect the 
stockholders’ investment and therefore 
are available to be paid out in dividends 
as a return to the stockholders on that 
investment. 

I have attempted to outline in these 
remarks some of the new problems facing 
controllers today. I have tried to empha- 
size the importance of the controller be- 
coming a part of management, taking an 
active interest in the planning of sound 
business policy and keeping management 
informed of the results of operations and 
of business trends. I have also attempted 
to point out some of the problems of to- 
day, such as the effects of high fixed costs 
with consequent high break-even points, 
the effects of an inflationary economy, the 
need for gaining greater acceptability of 
corporate reports, and the like. 

In closing, I should like to remind you 
of the assistance which is available 
through the Controllers Institute of 
America. The Institute is primarily a serv- 
ice organization operating in the interests 
of controllers. There are many benefits to 
be obtained through meetings of the local 
controls, and through the regional and 
annual meetings of The Institute. The op- 
portunity to gather together and discuss 
mutual problems, the interchange of ideas 
and experiences, and the personal relation- 
ships established can be invaluable to the 
controller. The articles published in the 
monthly magazine THE CONTROLLER, in 
special Institute bulletins, and in public 
reports released by the Controllership 
Foundation, are all helpful in presenting 
the technological progress which is being 
made in controllership generally and in 
accounting principles and procedures. 

The work which the national commit- 
tees are doing in the interests of con- 
trollers is extremely valuable. To men- 
tion only a few, there are—the Com- 
mittee on Federal Taxation, the Commit- 
tee on Cooperation with the Securities 
and Exchange Commission, the Committee 
on Social Security, the Advisory Council 
on Government Reports, the Committee 
on Technical Information and Research. 
These committees, and others which I 
have not named, are all actively at work 
on problems affecting controllers and 
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management. They have gained recog- 
nition and respect not only within the 
ranks of The Institute, but also within 
government circles and business groups. 

The Institute today is made up of ap- 
proximately 3,000 members representing 
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a cross section of business throughout the 
United States. The size of The Institute 
is not nearly so important as.the quality 
of its membership and the professional 
standing of the organization. It has made 
important contributions toward better con- 


trollership and better business manage. 
ment. There is much, however, that te. 
mains to be done. With the cooperation 
and the active participation of all of us, 
we shall be able to go forward to even 
more important accomplishments. 


Good Accountants Are Trained 


No one is born a good accountant. 
Good accountants are trained. Individuals 
may be born with the proper innate ca- 
pacity and aptitudes, but before they can 
become good accountants they must be 
searched out, interested, and exposed to 
the right kind of training experience. 
That training must develop their capaci: 
ties and aptitudes, provide them with es- 
sential skills, and give them the necessary 
background of knowledge and experience 
on which to base sound judgment. Only 
then will they be good accountants. 

There is nothing unusual in these state- 
ments. We all recognize the importance in 
life of training. We know that training is 
essential for success in any field. Unfor- 
tunately we do not do much thinking 
about the problem beyond recognizing it. 
At that point we either assume that for- 
mal general and specialized technical edu- 
cation can supply the necessary training; 
or we feel that we have met any particular 
responsibilities we have to our own em- 
ployees by explaining their duties to them 
and then by making an offer to “answer 
any questions you may have.” This is not 
enough. If we are to build efficient ac- 
counting organizations there is much 
more to be done. 

General education can provide an im- 
portant part of sound training for an ac- 
counting career. It can develop mental ca- 
pacity and give the individual a kit of 
necessary intellectual tools. It can provide 
a background of general knowledge and 
an understanding of the structure and op- 
eration of our society. As modern business 
becomes increasingly complex, the need 
for a solid general education as a basis for 
competence in business affairs becomes 
increasingly clear. We cannot leave the 
management and operation of our eco- 
nomic affairs in the hands of economic and 
social illiterates. The highest understand- 
ing and capacity are required. But the best 
of general education is not enough. 

Specialized technical education can 
make a further contribution to our “good 
accountant.” Through it he can acquire an 
understanding of fundamental business 
relationships and functions. He can add 
new specialized tools to his kit, tools espe- 
cially designed for the kinds of problems 
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he is likely to face. He can even be given 
rudimentary skills, although our educa- 
tional institutions, particularly those at 
the college level, can make much less of a 
contribution here than they can in de- 
veloping mental tool techniques and in 
providing background knowledge and 
understanding. 

Yet the best general education plus the 
best specialized technical education never 
yet has turned out a good accountant. 
Something more must be added. That 
something is development of \ skills 
through use; development of powers of 
analysis and synthesis through application 
and adaptation of basic tool techniques to 
special situations; development of essen- 
tial specialized background information 
and knowledge; and development of 
judgment through experience. This part 
of the total training job cannot be done 
in any school. Part can be accomplished 
by experience and practice. Some of it 
calls for organized training activities pro- 
vided by industry itself. The responsi- 
bility to provide this training is a major 
responsibility of business. In every indi- 
vidual business enterprise it is an impor- 
tant but too often neglected function of 
management. In our own area every con- 
troller must recognize as his individual 
responsibility the development and opera- 
tion of a training program which will 
train and develop carefully selected raw 
material into well-trained industrial ac- 
countants. Having recognized it he must 
then do something about it. 

The rapid development of the control- 
ler’s function makes the problem of train- 
ing for modern controllership relatively 
more urgent than is the case in some other 
departments. Many men of great innate 
capacity are quite unequipped to meet 


present-day demands for accounting serv- 
ice simply because their prior training and 
experience do not fit them for it. For 
many other younger men _ unavoidable 
deficiencies in their formal specialized 
education constitute a handicap which it 
will be impossible to overcome without 
further training designed to fill in those 
deficiencies. For the entire organization 
new demands for service require training 
to equip the staff to meet those demands, 
Thus the fact that some good training is 
provided by a few controllers’ depart- 
ments is overshadowed by a general neg- 
lect of the problem. 

Once the training need is recognized 
the really important questions become: 


(1) What are the elements of a sound train- 
ing program? 

(2) What are the necessary steps to plan 
and operate a sound training program? 


These are not simple questions. They 
cannot be answered in one short article. 
Indeed they cannot be finally answered in 
any series of articles for the problem is 
one of hand tailoring. Some principles 
can be pointed out, however, which may 
be of help in tackling this urgent matter. 


OBJECTIVES OF TRAINING PROGRAMS 


Objectives are always important. Exist- 
ing programs tend to concentrate on a 
single objective—training for better per- 
formance on the trainee’s present assign- 
ment. This is an important objective. It is 
highly practical. Yet there are other ob- 
jectives which are equally important—and 
equally practical, if a longer term point of 
view is adopted. The pay-off cannot al- 





fields. 





CAPACITY AND ATTITUDE—PLUS TRAINING 


A training program for accountants is not a simple undertaking, cautions Mr. 
Fiske, whose observations cover many aspects of the problem that must be consid- 
ered. Controllers who are initiating such programs will profit from this opportu- 
nity to share the author’s varied background of experience in this and related 
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ways be expected quite so soon, but when 
it comes the return may be commensurately 
greater. A list of possible training objec- 
tives is a good starting point, either for 
planning a new training program, or for 
appraising an existing program. At least 
six can be tabulated: 


(1) Training for more effective performance 
on a present job assignment. 

(2) Training for better coordination of ac- 
tivities with other company functions. 

(3) Training for a clearer understanding of 
company policies. 

(4) Training for a new job assignment, al- 
ready determined. 

(5) Training toward greater responsibilities, 
without a specific job objective. 

(6) Training for development of potential 
top-management leadership. 


ELEMENTS OF A TRAINING PROGRAM 


The training program must start with 
sound organizational planning. Planning 
and design are just as important in con- 
nection with the human resources of a 
business as they are in connection with 
the physical resources. Planning is neces- 
sary to determine optimum size and type 
of organization. The individual elements 
(jobs) must be designed to form an in- 
tegrated whole. Individual units (men) 
must be procured (hired) or built (de- 
veloped). Expansion must be provided 
for, and a maintenance program is neces- 
sary to replace wornout or broken parts of 
the human organization, just as it is neces- 
sary in the case of plant. 

In practical terms this means: 


(1) There must be an organization plan 
which is designed to meet the objective of the 
enterprise. 

2) Every function and every job must be 
defined as to its objectives and as to the quali- 
fications required to meet it. 

(3) Budget estimates must be made of the 
numbers of people of different general types 
needed to build the organization in the first 
place, and then to meet replacement require- 
ments. 

(4) There must be an inventory of human 
resources available to meet these needs. 

(5) A recruitment program must be planned 
to bring into the organization the best possible 
raw material for development and training, 
and the best equipped individuals to fill spe- 
cite assignments for which no adequately 
trained person can be found within the or- 
ganization. : 

(6) There must be a training program which 
recognizes the need both to train for present 
responsibilities and to train for promotion to 
greater responsibilities. 

(7) There must be a program of review and 
appraisal of results. 


Stated still another way, before we can 
hope to have a complete training and de- 
velopment program we must provide the 
following: 


(1) Job descriptions of every job in the 
organization chart. 

(2) Job qualifications of every job in the 
Organization chart. 

(3) An analysis of human needs in terms of 
(a) present requirements, (b) replacement re- 
quirements, and (c) expansion requirements. 

(4) An inventory of available human re- 
sources, 
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(5) A recruitment program. 

(6) Training activities. 

(7) Review and appraisal of results. 

Much could be written on every one of 
these points. A considerable literature ex- 
ists on each. Perhaps the greatest help can 
be given here by making a series of coin- 
ments on special problems faced by the 
controller in building a sound training 
program. 


WHAT KIND OF TRAINING ? 


In the first place, the controller should 
recognize as his primary goal the develop- 
ment of every man in his organization to 
the limit of that man’s capacity. This goal 
is good human relations and good busi- 
ness. To the extent that the controller suc- 
ceeds he insures a maximum return on the 
training investment made in the man, and 
on his accumulated experience. This calls 
for a continuous search for growth poten- 
tialties, and for training designed to turn 
those potentialties into actualities. Such a 
goal is indeed a challenge. It seeks not 
only to accomplish efficient current opera- 
tion; it seeks also to build abler successors 
to carry on as the present group moves on 
to greater responsibilities, or retires. 

Good organization planning will pro- 
vide specifications as to the qualifications 
for every job to be filled. Yet the ideal 
combination of qualifications can seldom, 
if ever, be found in any one man, whether 
he be picked from the reservoir of human 
resources already in the company, or be 
hired from the outside. Some deficiencies 
are bound to exist. These must be filled in 
if maximum effectiveness is to be attained 
on this particular job, or if the man is to 
become an acceptable candidate for pro- 
motion. The training function must (1) 
determine those deficiencies and (2) train 
to overcome them. Some may be deficien- 
cies in general or specialized technical 
education. Some may be inadequate skills 
or lacks of background information and 
experience. The first step must always be 
analysis to determine what the training 
program must provide. Only then can the 
program itself be intelligently planned. 

In planning training programs there is 
a tendency to over-emphasize deficiencies 
in technical accounting qualifications. As 
a result two important requirements are 
either over-looked, or at least under-em- 
phasized. A good industrial accountant is 
more than a technician. He understands 
operating problems and is skilled in the 
management art of producing action by 
staff counselling. Accounting is a service 
function. As such it fails unless the ac- 
counting activities are based upon and te- 
flect an understanding of operating proc- 
esses and problems. 

Non-technical qualifications are partic- 
ularly important in cost accounting. Cost 
accountants must work with production 
personnel. They must understand and talk 
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the language of the people whom they 
serve. This requires much more than tech- 
nical accounting knowledge. Potentially 
good cost accountants are much more apt 
to be dangerously deficient in this direc- 
tion than they are in accounting tech- 
niques. Training programs for cost ac- 
countants (and for all accountants) should 
give far greater attention to operating pro- 
cesses and problems. 

As a management tool accounting 
should produce action. Unless somebody 
does something on the basis of the ac- 
counting analyses and reports the effort 
involved is wasted except for its historical 
record value. In this direction accountants 
have the same problems as other staff 
people. They must produce action without 
line authority. This requires great manage- 
ment skill. Too many accountants lack the 
necessary skill, in spite of the fact that 
such skill is necessary to turn accounting 
from mere figure manipulation into a 
vital management tool. A good training 
program must aim to develop and imple- 
ment this proficiency. 

Selection is a key element in training. 
The right people must be chosen for train- 
ing. Training activities can no more pro- 
duce a satisfactory product from poor raw 
material than can manufacturing oper- 
ations. Unless the necessary capacity and 
personal traits are present training 1s 
certain to be fruitless. Skills, specialized 
information and experience, and, to a 
considerable extent, specialized techniques 
can be fairly effectively provided by an 
industrial training program. It is extra- 
ordinarily difficult, if not impossible, to 
fill in substantial deficiencies in general 
educational background or in the basic 
kit of mental tool techniques which a 
good formal education should have pro- 
vided. Nothing at all can be done about 
a lack of innate intellectual capacity, or 
about unsatisfactory personal qualifica- 
tions. While much remains to be learned 
about the techniques of good selection, 
its importance is clear. Reexamination of 
job qualifications and recognition of the 
training problems presented by certain de- 
ficiencies can make a review of selection 
policies and methods profitable. 


Upper LEVELS NEED TRAINING, Too 


There is a great lack of balance in many 
training programs. The greatest attention 
is given to training at the lowest levels of 
responsibility. Up the ladder, where the 
cost of mistakes is much higher, the prob- 
lem is largely left to chance. Emphasis on 
the lower levels has also produced an em- 
phasis on skills. Basic understanding, 
company objectives and policies, and de- 
ficiencies in background knowledge are 
relatively neglected. As we move up the 
line where understanding and judgment 
as a basis for decisions are fully as im- 
portant as skills and techniques, this 
neglect can become extremely important. 
Training of the middle and upper levels 
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of executive responsibility deserves far 
greater attention than it receives. 

Perhaps the most striking weakness in 
industrial training programs is the tend- 
ency to think of training in terms of class- 
work. The use of classes is borrowed 
from formal education and carried over 
into in-service training as the principal 
training tool. This is in spite of two 
limitations. First, classes, even as used in 
educational institutions, have recognized 
deficiencies. They are there only the most 
practical device under the special condi- 
tions of formal education. Good teachers 
are all the time trying to overcome the in- 
herent weaknesses of classes, never with 
complete success. Second, a business enter- 
prise has available other training resources 
which no educational or training institu- 
tion can hope to duplicate. It provides an 
unmatched laboratory where the trainee 
can “learn by doing.” Human factors are 
present in every problem. While classes 
are a useful device and will be used under 
certain conditions, classes are still only 
one training method. A stock-taking of 
the training resources of industry is in 
order if full advantage is to be taken of 
each. 

One fundamental idea should be kept 
in mind. Every experience we undergo has 
training implications. It either strengthens 
or weakens some natural or developed re- 
action and it becomes a part of the back- 
ground which influences our later actions. 
Training is nothing but controlled ex- 
perience. What the individual is to face 
in the way of experience is consciously 
influenced in order that the experience 
may produce desirable rather than un- 
desirable results. 

It follows that every activity, every 
contact which an individual experiences 
is a form of training. It may produce a 
desired result. It may produce undesirable 
results which will have to be offset by a 
later training experience unless the man 
is to be permanently harmed by it. Some 
early business experiences faced by po- 
tentially able young men produce attitudes 
and points of view which must be undone 
when they attain greater responsibilities. 
Such experiences are to be avoided, if 
possible. It would be better if there could 
be substituted an experience which would 
really develop the man. 

Controlled experience as a training de- 
vice offers many possibilities in any in- 
dustrial training program. Job rotation 
can give a variety and breadth of exper- 
ience. Staff assignments, alternated with 
line assignments, can develop a more bal- 
anced executive. Promising individuals can 
be given terms as assistants to top and 
other executives. (One of the ways ma- 
ture men learn most easily is from contact 
with the greater experience and breadth 
of men who are older and wiser.) Men 
can be loaned to other plants or to affili- 
ates. 

Committee assignments are another pos- 
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sibility. Membership on a committee can 
expose an individual to points of view 
which he cannot hope to meet in his 
daily tasks. A man can be both tested 
and trained by assignment as chairman of 
a minor committee or as secretary to a 
major committee. Incidentally the com- 
pany may gain substantially by tapping 
new ideas. 

Discussion and conference groups can 
also be used. To their advantages in train- 
ing can be added their great value as a 
means of improved two-way communica- 
tion up and down the line. Conferences 


‘are particularly useful for training in com- 


pany policy, and for developing policy. 
In addition they substitute group experi- 
ence for individual experience in the so- 
lution of important problems. 

On the borderline between informal 
training devices (such as those described 
above) and formal methods (such as 
classes) are professional and_ technical 
society activities. The meetings and liter- 
ature of such organizations are of obvious 
training value. Opportunities to meet and 
exchange experiences with others in the 
same line of activity can be even more 
valuable, though less obvious. The writ- 
ing of papers forces analytical examination 
of the topic assigned, and develops powers 
of communication. Service on committees 
and as officers of the societies is excellent 
training in the art of management. 

Formal training activities require less 
discussion since they are widely used and 
better understood. Group instruction and 
classes can be provided either on or off 
the company property, and with either in- 
side or outside leaders. (The leader usu- 
ally gets the best training of any man in 
the group.) Men can be encouraged to 
take night work in local educational in- 
stitutions. They can be given a leave of 
absence and sent back to school in cases 
where it appears that they and the com- 
pany can gain sufficiently from the ex- 
perience. The possibilities are varied and 
can be used to meet the different needs of 
a particular situation. 

Even this brief outline of training de- 
vices should show how many there are 
and some of the unused opportunities. 
The means selected should fit the objec- 
tive in every case. Some of the training 
methods are normal operating assign- 
ments. This being the case, every such 
assignment should be studied as to its 
training advantages and disadvantages. 
The effort must be to expose every man to 
the kind of experience which will develop 
him as rapidly and as soundly as possible. 


RESPONSIBILITY FOR TRAINING PROGRAM 


Who should be responsible for plan- 
ning and operating such a program? Here 
two points are clear. Every supervisor and 
every executive has the direct responsibil- 
ity to train and develop those under him. 
This responsibility cannot be shifted. A 


really effective job is impossible untess 
every supervisor and executive accepts 
training as an important part of his total 
job and gives attention to it. 

On the other hand, there is no are, 
where the line has a greater need for 
staff assistance. Few line executives have 
been trained in training methods. It fol. 
lows that while the line has a training te. 
sponsibility there must also be a central. 
ized training staff organization. Somebody 
must be given the job of defining ob. 
jectives, of planning, and of assisting in 
the operation of training programs. 

There are further reasons why a cen- 
tralized staff is called for. Over-all plan- 
ning of training objectives will be im. 
possible otherwise. One objective of train. 
ing is to develop able men right out of 
their present assignments, not merely to 
make them more effective on that job. An 
over-all company point of view is impor- 
tant in training. The narrowing eftecs 
of departmentalization and specialization 
must be offset. Company-wide personnel 
inventory records are necessary. Promotions 
and re-assignments must be encouraged 
for training purposes, or reviewed from 
the point of view of training effect. Re. 
sults of training must be appraised. Men 
must not be allowed to suffer because of 
assignments to a supervisor who is weak 
in training. Few of these things can be 
accomplished without a centralized train- 
ing staff. 


PROBLEMS TO BE FACED 


There are many problems to be faced in 
planning training programs. How many 
people do we need of each type? What 
replacements will be necessary because of 
promotion, death, retirement, and turn- 
over? Where shall we recruit the neces- 
sary personnel? How many can we ex- 
pect to develop within our present organ- 
ization ? How many should we bring in at 
the bottom for training and advancement? 
How many should we hire from the out- 
side for specific jobs ? 

What records have we on our existing 
personnel ? What are the existing training 
deficiencies of each ? Who look like candi- 
dates for further advancement? What is 
the probable promotion ceiling of each? 
What additional training will each need 
to enable him to reach his potential ceil- 
ing ? 

What does all this add up to as a train- 
ing problem? What are our principal 
training objectives? To what extent can 
we hope to do the job effectively within 
the company? What are our particular 
training resources? To what extent must 
we depend on outside training agencies? 

It should be clear that the training 
problem is not a simple one. It cannot be 
met by providing a series of classes on 
company methods and procedures. Cate- 
ful analysis is necessary to define just 
what the training problem is. Careful 

(Please turn to page 154) 
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Inventory Control and Valuation 


The observations which follow were 
presented by Mr. Jones before a recent 
meeting of the Milwaukee Control of the 
Controllers Institute. Their timeliness is 
quickly apparent in view of widespread 
current discussion of this subject. 


The Editors 


During the war and for some - time 
afterwards the fact that goods generally 
were obtainable only in limited quantities 
and the fact that O.P.A. imposed rigid 
price ceilings temporarily relegated mat- 
ters .of adequate inventory controls and 
sound pricing policies to positions of les- 
ser importance. The situation, however, is 
changing very, very rapidly. With a re- 
turn of a great many items to a position 
of more normal supply and the very sub- 
stantial rise in prices, inventories have in- 
creased in amount very substantially. A 
study released last spring by the Securities 
and Exchange Commission indicates that 


inventories of all corporations increased , 


nearly 9 billion dollars (or 32 per cent.) / 
in 1946. That represents approximately 
three fourths of the total corporate earn- 
ings for that year. If we add to that the 
further substantial increases in 1947 we 
see Clearly why these subjects of inventory 
control and valuation are fast re-emerg- 
ing as matters of vital importance. As a 
matter of fact, inventory controls merely 
appear to be of lesser significance in pe- 
riods of short supply. Many companies 
have found that such appearances can be 
decidedly deceptive and have learned that 
actually the relaxation of those controls 
can prove to be very expensive when it 
leads to a seriously unbalanced condition 
in inventories. The present background of 
price inflation, of course, is one of the 
most potent factors making the inventory 
problem stand out in bold relief. With 
most prices apparently still on the upward 
climb toward the ultimate tumbling point, 
no company can afford to underestimate 
the importance of keeping inventories as 
closely as possible within the narrow 
limits dictated by actual requirements. 
Uncontrolled inventories may now be 
leading to random speculation in a rising 
market. 

Let us look briefly at the objective of 
inventory control. As I visualize TE pat 
ting it -very simply, the objective is to 
have just sufficient quantities of every- 
thing required to enable you to fill cus- 
tomers’ orders promptly. The difficulties 
come, of course, in determining and main- 
taining quantities at a proper level. Pro- 
duction bottlenecks must be avoided as 
must overstocking with its resultant need- 
less use of cash resources and its poten- 
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tiality of losses through obsolescence, de- 
preciation and price declines. 

In view of these distinctly different 
concepts of inventory control. which 
might be called the availability aspect and 
the investment or financial aspect, it is not 
oo that inventory control means 
different things to different individuals. 

To the storekeeper it may mean proper hous- 
ing and control over pilferage or wastage. 

To the treasurer it may mean control over 
the amount of cash tied up. 

To the production manager it may mean the 
availability of materials in the production line. 

To the sales manager it may mean the avail- 
ability of finished product for customers’ orders. 

To the controller it should mean all of 
these things and, of course, ranks very 
high on the list of functions with which 
he is concerned. Yet the roots of inven- 
tory control ordinarily rest in areas out- 
side the controller's organization. Inven- 
tory control deals basically with quantities, 
and the setting of optimum quantities de- 
pends on sales estimates, production 
planning, or merchandising policy— 
none of which is an accounting function. 

I would like to stress the tremendous 
importance of co-ordination of these vari- 
ous operating functions in any successful 
inventory control picture. The sales, pro- 
duction, engineering and purchasing de- 
partments all play their parts, and they 
must play them interdependently, not in- 
dependently. Co-ordination of all of these 
operating responsibilities does not alone 
produce adequate inventory control, but 
inventory control is wholly impossible 
without it. 

Inventory control must start with some 
sort of a forecast. This is true whether the 
company is a merchandising or a manu- 
facturing establishment. A manufacturing 
company may produce on order, or for 
stock; even if inventory control does 
nothing but set maximum and minimum 
stock limits, some type of future planning 
is necessary to give a basis for setting 
them. 

The forecast calls for joint effort on 
the part of all of the principal functional 
divisions of the company. Although the 
sales department usually gets first consid- 
eration, since its estimate of what it can 
sell is the key to the whole thing, a great 
deal more must be done before the fore- 
cast can be used as a master plan. The 
production and engineering departments 
must translate the sales forecast into pro- 
duction schedules which involve determi- 
nations of required quantities of specific 
parts and assemblies. This, in turn, re- 
quires that a timing schedule be set up on 
the basis of a specified level of available 
machine and labor capacity. 

At this point the purchasing depart- 
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ment comes prominently into the picture 
in determining the timing of purchasing. 
Obviously the forecast must be planned in 
terms of how much of the various types of 
materials must be stocked, how much 
covered by purchase commitments and on 
what sort of delivery schedules. 

There are also important overall poli- 
cies which must be determined before a 
forecast for inventory control purposes 
can be set up. For example— 

Should raw material stocks be kept at the 
minimum or should greater quantities be car- 
ried in anticipation of price increases or to 
give greater assurance of uninterrupted pro- 
duction? 

Should finished goods inventory be main- 
tained in excess of firm orders for: 

(a) Stock products in styles and sizes in gen- 
eral demand. 

(b) Slower moving variations of stock items. 

(c) Special order products for individual 
customers. 

Should the manufacturing program follou 
sales requirements closely or should an attempt 
be made to attain a constant level of produc- 
tion at the expense of building up finished 
goods inventories? 

Should the product line be rigidily con- 
trolled or should it be kept as broad as pos- 
sible to afford maximum selection? 

Should requirements for sales contracts be 
kept covered on principal mtatertals? 

In present day business, a forecast is 
not a static device. As a year progresses, 
conditions will frequently—I might say 
invariably—come up which will have the 
effect of changing the basic forecast. It 
may be a shift in demand from one line 
to another, or procurement problems 
which have delayed the production sched- 
ule, or a general change in the market. 
Frequently engineering changes require 
modifications in the stock or purchasing 
program. Conditions of this kind have 
been coming up so frequently of late that 
I regard a procedure for revising the fore- 
cast as important as the method of estab- 
lishing it in the first place. One satisfac- 
tory plan includes a “long-term” forecast 
covering the year in broad terms of prod- 
uct lines, and a “short-term” forecast pre- 
pared each quarter in the detail required 
for production scheduling and inventory 
planning. Each “‘short-term’’ forecast re- 
flects up-to-date conditions. Another plan 
is to combine a quarterly “short-term” 
forecast with a revised “long-term’’ fore- 
cast projecting a moving twelve month 
period on the basis of the most recent esti- 
mates of sales and production. Whatever 
plan is adopted, it should provide for 
periodic revision since sad experience has 
taught all of us that too much happens in 
a year to make it possible to avoid second 
guessing. 

Although inventory control leans very 
heavily on operating considerations, it is 
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the controller’s responsibility not only to 
express and interpret the dollar results of 
the inventory control in connection with 
his budgeting and financial forecasting 
functions, but he must also play an in- 
tegral part in developing procedures for 
inventory control, in co-ordinating the 
work of the various operating depart- 
ments involved and in setting up methods 
for keeping them properly co-ordinated. 

There are certain phases of inventory 
control that are still closer to the control- 
ler’s field of responsibility. First of all, of 
course, the controller must assume respon- 
sibility for providing the necessary rec- 
ords with which to keep account of inven- 
tory movements. This includes such things 
as purchase orders, receiving reports, pro- 
duction reports, shipping reports and the 
stores record of inventory items in suffi- 
cient detail to reveal material available to 
cover projected production requirements. 
This record may be complex, or simple, 
depending, for example, upon such cir- 
cumstances as the number of parts manu- 
factured. The important thing is that a 
record exists which will show impending 
shortages enough in advance of produc- 
tion requirements to avoid closing down 
a line or delaying a customer's order. On 
the other side of the picture it is equally 
important that the record disclose over- 
ages promptly enough, for example, to re- 
strain an over-zealous purchasing depart- 
ment from buying additional quantities of 
an already obsolete part. It is esential, of 
course, that the record should indicate 
both the quantity on hand and the quan- 
tity on order. The importance of knowing 
the quantity on order cannot be over- 
stressed. Purchase orders or commitments 
should flow through the inventory control 
records; the time to avoid overstocks is 
the time when the orders are being placed 
or commitments made. The pain and costs 
of liquidating overstocks could be mini- 
mized and frequently avoided by checking 
purchase orders with balances on hand 
and on order and estimated requirements 
before they are issued. 

Forecasts and records are all very well, 
but they are useful only when their con- 
tent can get outside the cabinets in which 
they are filed. The second tool in inven- 
tory control is a report form which will 
interpret inventory balances and firm pur- 
chase commitments in terms of the time 
required for their consumption. A report 
of this type is essential to bring out into 
the open those parts of the inventory re- 
quiring special action. Too often the ma- 
jor emphasis in an inventory control sys- 
tem will be placed on the avoidance of 
shortages in order to keep up sales. This 
point of view is, of course, highly desir- 
able, but equal emphasis should be di- 
rected toward avoiding unsalable over- 
stocks. A report to be of real value, of 
course, must reflect the existence of either 
condition. 

In a system of inventory control based 
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on a currently revised forecast, the antici- 
pated usage measurement will normally 
be in terms of that forecast. Where no 
method for a periodic revision in the 
forecast exists, or if no formal forecasting 
procedure is in effect, a form of report 
projecting inventory balances in terms of 
past usage is an extremely useful device. 
If, for example, such a report shows that 
the balance on hand of some particular 
part represents a year’s supply in terms of 
past consumption, there is pretty good 
evidence of an overstock. A variant of this 
report is a simple aging of the inventory, 
similar to an aging of accounts receivable. 
A very simple overall test is the inventory 
turnover rate. If the turnover at the pres- 
ent time is, say, one-half what the prewar 
rate was, it is quite safe to conclude that 
inventories are not being properly con- 
trolled. Most of these procedures encom- 
pass considerable detail. A serious lapse 
in accuracy anywhere along the line will 
effectively spoil the final answer. A con- 
stant training and supervisory task is re- 
quired to avoid any such lapses. Accuracy 
is equally necessary in factory production 
reporting and engineering specifications 
and layouts. 


ASSIGN RESPONSIBILITY 


Even though all of these devices, rec- 
ords and reports are installed and work- 
ing, inventory control still does not fol- 
low as a matter of course. Too many com- 
panies’ control systems stop with record 
keeping. They believe inventory control 
means perpetual inventory records. I am 
sure all of you will know what I mean 
when I say that I have found very few 
things that work automatically. Inventory 
control is no exception. It is much like an 
alarm clock, of no value unless it arouses 
the owner to action. Inventory control rec- 
ords and reports can be ground out to per- 
fection; but they are only the beginning 
—they are just tools that must be used. It 
is still necessary for somebody to do some- 
thing with them. The assignment of re- 
sponsibilities and the development of 
procedures for insuring that action is 
taken with respect to material shortages 
and excesses is the most important part 
of inventory control. Responsibility and 
authority for definite action must be given 
to some individual. Perhaps more indus- 
trial companies should consider establish- 
ing an inventory controller whose duties 
would be to see that the company’s inven- 
tory policies are carried out. This is not a 
job for a mere clerk. Impending ma- 
terial shortages ate perhaps normally 
more easily handled than excesses. They 
should, of course, be corrected by the 
purchasing or production departments; 
if they are not, they will be discovered 
all too promptly in the normal course 
of events. This is not true of material 
excesses; they too often grow like the 
contents of the attic at the old homestead. 


The handling of material excesses and 
obsolete inventory items again calls for 
co-ordinated effort from the sales, produc- 
tion, engineering and purchasing depart- 
ments. Sound decisions as to whether an 
item should be scrapped, held against fu- 
ture requirements, reworked for use in an- 
other model or substituted by change of 
specifications in an active product, cannot 
be made without a review of the possibili- 
ties by all of these departments. Here, to 
my mind, is one of the places where a 
committee can function with real effec- 
tiveness. A group composed of represen- 
tatives of all of these departments can 
initiate intelligent and responsible action 
to dispose of overstocks and obsolete ma- 
terials. The controller should be repre- 
sented on this committee; his records are 
involved, his co-ordinating job here en- 
ters an active phase, and he can profit by 
advance notice of inventory items which 
have a special pricing problem. Participa- 
tion in such deliberations will also help 
the controller develop the type of inven- 
tory reports best suited for operating use. 

An inventory control system must be 
adapted to fit the particular company that 
is to use it. It may be simple, or complex, 
depending upon the size and nature of 
operations involved, but irrespective of 
this, speaking in a relative sense, it costs 
money to establish and it costs money to 
maintain. We are not talking here about 
something that can be painted into exist- 
ence with a cheap brush. As I see it, the 
expense of establishing inventory control 
is simply a fact. It has also been my ob- 
servation that an effective inventory con- 
trol system is invariably worth the ex- 
pense of operating it. Because it relates 
inventory to usage needs and polices this 
relationship, one of the great hazards in 
a price decline is minimized as much as it 
can be. This advantage alone would be 
well worth the effort. There are equally 
outstanding advantages in day to day op- 
erations. Inventory control should permit 
better customer service through better ma- 
terials planning to meet production sched- 
ules. It should bring about more uniform 
month to month production rates because 
schedules can be met without the shut- 
downs, with their attendant excessive tie- 
ups of men and machines that are all too 
frequently caused by shortages. It should 
minimize obsolescence losses and effect 
savings through lower taxes and insur- 
ance. Finally, through keeping the invest- 
ment in inventories down to the lowest 
point consistent with production and sales 
requirements, it effects an economical use 
of working capital. Two years ago, even 
one year ago, a great many companies ap- 
peared to have a substantial abundance of 
working capital, a large part of it in the 
form of cash and short-term government 
securities. The S.E.C. study of working 
capital of all corporations other than banks 
tal of all corporations other than banks 
and insurance companies at the close of 
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the year 1945 reflects cash and govern- 
ment receivables and securities of 46 bil- 
lion as compared with current liabilities 
of 45 billion. At the close of 1946 com- 
arable figures were cash resources of 
37.5 billion, current liabilities 47 billion 
—a shrinkage in cash resources of 8.5 bil- 
lion. As I mentioned earlier, inventories 
increased nearly 9 billion in that year. 
During 1947 a further change has taken 
place with alarming suddenness. That 
seeming abundance of working capital has 
become, for many corporations, just a 
treasured memory. Cash resources have 
shrunk and bank loans in substantial 
amounts are appearing on balance sheets. 
Inventory control becomes increasingly 
worthwhile under such conditions. 

The same factors that emphasize the 
importance of inventory control point just 
as forcibly to the signficance of sound in- 
ventory pricing. The American Institute 
of Accountants has recently issued a 
timely bulletin on that subject. This is a 
well written summary of the general prin- 
ciples normally applicable in inventory 
ricing. I emphasize the word normally 
wee I shall discuss certain matters in- 
volving abnormal conditions later. I as- 
sume that most of you have read this bul- 
letin. I recommend that every controller 
keep a copy available for periodic refer- 
ence and rereading. You may not agree 
with everything said in it, but I’m sure 
that you will find that your own thinking 
coincides with a substantial part of it. 

As in the case of inventory control, it 
may be desirable to outline very briefly 
the objective of inventory pricing. Many 
business men, particularly financial men, I 
think, are inclined to regard the primary 
objective as being a fair valuation from 
the balance sheet standpoint. That is sig- 
nificant, of course, but not nearly as im- 
portant as the other objective—a fair 
and honest determination of inventory 
costs chargeable against revenues in the 
profit and loss account. If you realize 
that goal you will automatically wind up 
with an inventory that will satisfy any 
reasonable balance sheet requirement. 

I assume that all of us agree that cost 
constitutes the underlying basis for inven- 
tory pricing purposes. We recognize that 
there are various methods of calculating 
costs—for example, you may use the first- 
in first-out method, the last-in first-out or 
some method in between. Whatever 
method is used involves questions as to 
what elements of cost are properly re- 
flected in current charges to profit and loss 
as distinguished from those properly car- 
tied forward in the inventory. Obviously 
costs applicable to goods disposed of are 
current profit and loss charges. Frequently 
a portion of cost applicable to goods on 
hand should likewise be charged off. I 
shall mention two classes of such costs. 
The first one is of current significance in 
many companies today. I refer to costs 
that are incurred because of abnormal op- 
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erating conditions—for example, a plant 
or departmental shut-down (sometimes 
reflected in a curtailed work week) oc- 
casioned by inability to get required ma- 
terials in sufficient volume pa strikes. 
These are technically a part of the cost of 
goods produced and, in part, are appli- 
cable to such of those goods as are still on 
hand, but since they are abnormal and of 
temporary character the better practice is 
to write them off as incurred and not to 
defer them as part of the inventory valua- 
tion. Ordinary costs today are so high that 
every company should be alert to squeeze 
out of the inventory any costs that fall in 
this category. That is a direct responsi- 
bility of the controller. I might add here, 
also, that any company that hasn't recently 
had a good, thorough inventory house- 
cleaning, both from a physical and a 
valuation standpoint, will probably not 
find a more propitious time than right 
now. A year of high profits usually offers 
the most favorable time for disposing of 
questionable items in the inventory. 


OTHER Costs 


The other general class of inventory 
costs that should be excluded from the in- 
ventory consists of those ordinary or nor- 
mal costs that available evidence indi- 
cates will not be recovered. This, of 
course, is the application of the lower of 
cost or market method—and it basically 
is a cost method. Under it irrecoverable 
costs should be charged to profit and loss 
in the period in which they are first de- 
termined to be irrecoverable. This loss in 
value may reflect physical deterioration, 
obsolescence, etc., or a decline in price 
level. For several years the application of 
the market feature of the lower of cost or 
market basis of inventory valuation in 
many cases has been a more or less com- 
pletely dormant phase of pricing inven- 
tories. That is natural in a period of con- 
trolled or rising prices. We are currently 
finding that with the return of more nor- 
mal competitive conditions there are more 
and more cases in which a consideration 
of market is becoming increasingly sig- 
nificant. 

This cost or market whichever lower 
method usually is easily applied. Its appli- 
cation in some cases, however, may in- 
volve some difficulties. Sometimes changes 
in sales prices lag behind changes in ma- 
terial costs. For example, as of the close 
of the year the replacement cost of your 
principal raw material has decreased, say, 
10 per cent. Sales prices haven't yet te- 
flected that decrease. Assume that the cost 
of that raw material in your inventory is 
$500,000—should you write it down 10 
per cent. to reflect the current replacement 
cost ? The answer is yes, except as to that 
portion of your inventory which may be 
covered by firm, and I probably should 
say unquestionably firm, sales commit- 
ments. An assumption that your sales 
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prices will not decline until the whole in- 
ventory is sold may well prove to be 
merely wishful thinking, and in the ab- 
sence of definite assurance that there will 
be no decline in sales prices a write-down 
in inventory should be taken. 

An interesting question involved in 
applying the lower of cost or market 
method of inventory pricing arises when 
you have market declines in some items 
and price increases in others. There is a 
difference of opinion as to the procedure 
under those circumstances. Some advocate 
a write-off of the excess of cost over mar- 
ket with no recognition of the apprecia- 
tion in value of those items having price 
increases. Others advocate the offset of 
price increases against market declines. 
Some would apply this procedure to the 
inventory as a whole and others by so- 
called major product categories. The gen- 
eral practice is to apply the lower of cost 
or market rule item by item, ignoring 
market increases. An application of the 
rule on the basis of the aggregate inven- 
tory or by major categories frequently will 
result in carrying forward substantial 
amounts of irrecoverable costs which 
should not be deferred and offsetting 
them against unrealized profits on other 
items in the inventory. The old rule, “'‘pro- 
vide for all losses and anticipate no 
profits,” is still a pretty safe one to stick 
to, particularly under present conditions. 
It is a pretty reliable assumption that in a 
freely competitive setting reduced selling 
prices usually follow lower costs even 
though the decreases take place in only a 
part of the materials making up the prod- 
uct in question. A recognition of unreal- 
ized profits can seldom, if ever, be justi- 
fied. 

Next I would like to discuss briefly a 
subject that is closely allied to inventory 
valuation and one that is somewhat con- 
troversial—I refer to inventory reserves, 
more particularly reserves for~futufe in- 
ventory price declines. The Committee on 
Accounting Procedure of the American 
Institute of Accountants a few weeks ago 
issued a bulletin on that subject also. In 
the introduction to this bulletin the com- 
mittee refers to the “responsibility for de- 
termining net income as fairly as possible 
by sound methods consistently applied. 
. . .’ The bulletin then states that ‘“‘re- 
serves for possible future inventory losses 
on inventories not on hand or contracted 
for . . . are of such a nature that charges 
or credits relating to such reserves should 
not enter into the determination of net in- 
come. ...” Such reserves, the bulletin 
states, if set up should be created prefer- 
ably by an appropriation of surplus and 
should never be subsequently used in any 
manner. A proper but less desirable alter- 
native procedure, the bulletin says, is to 
set up such a reserve by an appropriation 
of net income in such a manner as to in- 
dicate clearly that the final figure in the 
income statement is not the entire net in- 
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come. The reasons for the conclusions of 
the committee apparently are expressed in 
these two sentences, “Computations of re- 
serves of this kind have to be made on the 
basis of assumptions as to what future 
price levels will be, what quantities will 
be on hand if and when a major price de- 
cline takes place and finally, whether loss 
to the business will be measured by the 
amount of the decline in prices. The bases 
for such assumptions are so uncertain that 
any conclusions drawn from them would 
generally seem to be speculative guesses 
rather than informed judgments.” In gen- 
eral the tenor of the bulletin is that inven- 
tories may be dealt with only and solely 
in accordance with the principles stated by 
the committee in its bulletin on inventory 
pricing, to which I have referred. 

I think everyone recognizes the neces- 
sity and paramount importance of a fair 
determination and statement of income 
and the responsibility of controllers and 
public accountants with respect to it. I 
would like to consider that subject with 
you for a few minutes and, in order to 
ame one relevant phase of that responsi- 

ility before you, I am going to present a 
simple hypothetical case. It is wholly hy- 
pothetical, but it closely parallels many 
actual cases that I have observed. 

Assume a company in the retail shoe 
business, one making profits, say, that 
ranged from $100,000 to $150,000 pre- 
war to $200,000 last year. During the 
current year the cost to them of shoes in- 
creased about 50 per cent. The owners of 
the business are old timers; they were sell- 
ing shoes in the 1918-1921 period. They 
experienced a similar jump in prices dur- 
ing that period. Being conscientious and 
also inexperienced at that time, they re- 
sisted the temptation to increase the sales 
ptice of inventory items as the cost of the 
new stock increased, but they found that 
when their cost prices went down there 
was no way in the world to avoid mark- 
downs in the sales price of shoes in their 
inventory and their inventory losses al- 
most wiped them out. Now, still having a 
vivid memory of that experience, during 
the current fiscal year when their costs of 
shoes started to increase sharply they 
made comparable increases in their selling 
prices. They could think of no other way 
to protect themselves against comparable 
inventory losses that most certainly (based 
on their past experience) must follow. 
They clearly recognized that they were 
compelled to carry a large stock of shoes 
and that there was a definitely fixed mini- 
mum quantity of shoes that they must 
carty year in and year out regardless of 
price if they were to stay in business. At 
the end of the year their controller gave 
them an income statement which reflected 
a net income of around $450,000, or 
$250,000 more than their best previous 
year. That didn’t surprise them because 
they were conscious of the fact that the 
“markons” made to reflect their increased 
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costs had amounted to a substantial figure. 
They made a careful appraisal of the 
situation, taking into account such factors 
as the effect of cumulated ‘‘markons’’ and 
the improvement in gross profit ratio, 
and, after allowing for the income taxes 
payable on those amounts, they concluded 
that the cushion they had deliberately and 
foresightedly created against subsequent 
price declines should total approximately 
$200,000. They instructed their controller 
to set up a reserve of that amount for fu- 
ture inventory price declines and to 
charge it to profit and loss. He agreed 
that such a reserve was wholly logical and 
reasonable but felt that he should tell 
them of the decision of the American In- 
stitute of Accountants Committee as ex- 
pressed in its recent bulletin on inventory 
reserves. The owners of the business had 
a high regard for the Institute and they 
took a lot of time to re-study the problem. 
A few days later they summarized their 
position substantially as follows: 


In their judgment it would be unconscion- 
ably misleading to advise their stockholders 
that the net profits were $450,000 for the past 
year. They are firmly convinced that at least 
$200,000 of that amount reflects not only 
profits not realized but profits that will never 
be realized. This amount, they reason, has been 
impounded not in the form of cash, not in the 
form of a greater number of shoes, but simply 
in the form of a markup in the amount at 
which the inventory is carried. Actually, they 
reason, this very substantial amount that has 
been taken into sales, if they were to follow the 
Institute committee philosophy, would have no 
element of cost charged against it in the in- 
come statement. The cost applicable to it is 
deferred in the inventory. They conclude that 
it is contrary to any rational interpretation of 
the so-called cost concept or matching of cost 
and revenue theory to reflect revenues in one 
year and applicable costs in another. They admit 
freely that they do not know what future price 
levels will be, when a major price decline will 
take place, or what their loss will be when it 
comes: They know that after each of the pre- 
ceding wars involving this country in the past 
200 years, prices declined pe mee They be- 
lieve it reasonable to assume that prices in the 
future will drop sharply below present levels. 
They know that in 1921 they suffered severe 
losses when inventory prices declined, and they 
are morally certain similar losses are in store 
for them in the future. They believe their fig- 
ure of $200,000 is a fair measure of the effect 
on their profit and loss account of the rise in 
prices during the past year and that it is reason- 
able to carry that amount in a reserve against 
the inevitable impact of the subsequent decline 
in inventory prices which they are certain will 
come in a subsequent year. They recognize that 
this reserve provision must be clearly disclosed 
in their profit and loss statement but believe 
that it must be treated in a manner that will 
clearly indicate that the net profits for the year 
are $250,000 and not $450,000. 


The Committee on Accounting Proce- 
dure of the American Institute of Ac- 
countants and the S.E.C. say business men 
cannot provide such reserves in a manner 
that will in any way affect the amount of 
net profits reported. That, they say, is con- 
trary to generally accepted principles. For 
a statement of the position of the S.E.C. I 
refer to an address by their Chief Ac- 


countant, Mr. Earle C. King given in Mich. 
igan the middle of last month. In this 
address Mr. King refers to the numerous 
press reports regarding the unreal and fic- 
titious nature of profits realized from the 
disposition of low cost inventories which 
are replaced at higher prices and then 
says, ‘“Conceding the economic point that 
is being made, I dissent from the implica- 
tion of deliberately false representation 
that is conveyed by the use of the term 
‘fictitious.’ The economic concept has not 
been developed and reduced to such a sat- 
isfactory basis for accounting measure- 
ment as would warrant the abandonment 
of the cost basis.” He goes on to say that 
management must consider the influence 
of changing price levels in many activities 
including the determination of a dividend 
policy. He recognizes that, if reserves for 
future price declines will assist in con- 
vincing stockholders and other interested 
parties that profits must be retained in the 
business, “directors are justified in creat- 
ing such reserves—but not as a factor in 
determining net income.” 

One of my partners, Paul Knight, is a 
member of the Institute Committee on 
Accounting Procedure. He dissented from 
the conclusions of the committee’s bulle- 
tin on inventory reserves for the follow- 
ing stated reasons: 


“Traditional accounting practices are clearly 
inadequate to cope with existing extraordinary 
price inflation and subsequent substantial de- 
flation that appears inevitable based on past ex- 
perience. /Obviously reserve provisions made 
capriciously to equalize profits between years 
must be condemned. It seems equally plain, 
however, that accounting rules should not force 
business to report inventory profits as unquali- 
fiedly realized in the face of conviction that 
such profits will never be realized. Neither 
should business be forced to adopt the involved 
last-in first-out method as the only means of 
eliminating such profits. This extraordinary 
price situation requires sensible tolerance in 
making objective tests of business judgments 
exercised in good faith and a realistic consid- 
eration of substance rather than technical ad- 
herence to form.” 


There is no evidence in this Institute 
bulletin that the committee, while 
stressing the importance of “determin- 
ing net income as fairly as possible,” 
gave any consideration to the transitory 
nature and unreality of inventory profit 
during the past two years. Business men 
have recognized them for what they are, 
economists and financial writers are daily 
cautioning the public against regarding 
such profits as real. The United States De- 
partment of Commerce in all of its state- 
ments of corporate profits excludes inven- 


tory_profits. In the most recent figures for 


1947 that I have seen the amourt ex- 
cluded amounted to 25 per cent. of the 
total estimated corporate profits, for 1946 
the exclusion was greater than that. It is 
hard to explain the committee’s position. 
Does it believe that if such profits ate 
computed in accordance with traditional 
practices they must automatically and as a 
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matter of course be presumed to have 

ualities of reality and permanence or 

Ses the committee believe that the result- 
ing inflation of net income by the inclu- 
sion of these transient inventory profits is 
a far lesser evil than a departure from 

conventional accounting practices that 
might be involved in any method adopted 
to eliminate them? Possibly the commit- 
tee failed to consider the permanent char- 
acter of inventories—you men know that 
inventories are as permanent and fixed a 
part of a company’s assets as are its plant. 
If an individual sells 1000 shares of Allis- 
Chalmers stock for $40,000 or $10,000 
more than his cost and immediately vol- 
untarily repurchases 1000 shares of the 
same stock for $40,000, few accountants, 
I hope, would insist that he realized a 
profit of $10,000. If a factory worker liv- 
ing in a house of which there are ten ex- 
act duplicates in his block sells his house 
for $5,000 more than he paid for it and 
then, because his wife can find no more 
likeable neighborhood, voluntarily pur- 
chases the house next door to the one he 
sold and pays the same price as he te- 
ceived for the house sold, few account- 
ants, I hope, would insist that this factory 
worker realized a profit of $5,000. But 
strange to say, when a shoe merchant sells 
shoes from inventory at $3.00 per pair 
more than his regular markup and imme- 
diately but involuntarily replaces those 
shoes with an identical number of new 
ones of identical quality and type at a cost 
of $3.00 more per pair than he paid for 
the shoes sold, accountants and the S.E.C. 
say that extra $3.00 is a realized profit 
and must be reported as such. The facts in 
the three cases cited would logically seem 
to establish that, of the three, the $3.00 
inventory profit is the one for which there 
is the least reason for recognition. The 
individual owning the Allis-Chalmers 
stock doesn’t have to repurchase it or to 
continue to hold it—he can sell it imme- 
diately if he wishes. The factory worker 
doesn’t have to repurchase a house or to 
continue to own one. The shoe merchant, 
however, has no alternative; as long as he 
stays in business he must continue to carry 
a definitely fixed minimum stock of shoes. 
But, accountants and the S.E.C. say, de- 
spite that, since there is no authoritative 
accounting support for treating this as 
anything but a realized profit, it must be 
so treated. Accounting, we must conclude, 
hasn't progressed to a point that makes 
any other procedure permissible even 
though the desirability of a more suitable 
procedure may be conceded. 

The Institute bulletin gives as a basic 
reason for not favoring reserves for future 
inventory price declines the fact that the 
considerations upon which they are based 
cannot be accurately measured. The bulle- 
tin refers to speculative guesses rather 
than informed judgment. The implication 
is Clearly that provisions for such reserves 
would be proper charges to profit and loss 
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if they could be ‘determined with a reason- 
able degree of accuracy.’” Mr. Earle King 
apparently expresses the same thought in 
his sentence, “The economic concept has 
not been developed and reduced to such a 
satisfactory basis for accounting measure- 
ment as would warrant the abandonment 
of the cost basis.” The philosophy then 
appears to be that it is better to make no 
correction if you cannot be assured that 
your judgment is premised on accurately 
measurable assumptions. Under that sort 
of reasoning should we ever provide re- 
serves for anticipated investment losses, 
for example, in cases where the ultimate 
amount of realization is indeterminable ? 
Should companies ever make provisions 
for contingent Federal tax liabilities when 
the ultimate amount to be paid is a mat- 
ter for future adjudication, possibly by a 
court? Should we ever provide for obso- 
lescence of machinery and equipment 
when we can only conjecture the extent, 
if any, to which obsolescence may shorten 
the useful lives of depreciable assets ? 

In a dissent from a recent Supreme 
Court decision Justice Jackson, after ex- 
ploring the reasoning back of the majority 
opinion, said that he could now under- 
stand what Mark Twain meant when he 
said, ‘“The more you explain it, the more 
I don’t understand it.” That expresses the 
feeling that I have with respect to this 
bulletin on inventory reserves, and I sus- 
pect that many of you have experienced 
similar difficulties in trying to rationalize 
it. 

Inherent in the Institute committee’s 
position seems to be a conviction that 
established practices, generally accepted 
accounting principles, are good at all 
times and under all conditions. Certainly 
we are now passing through a period of 
abnormal conditions. We find only one 
counterpart during the lifetime of anyone 
present here, and that dates back nearly 
30 years. It would seem reasonable to in- 
quire into the question of the service- 
ability and applicability of the time 
honored precedents and practices in the 
light of the abnormalities of this period. I 
think that we professional accountants are 
tied too closely to generally accepted prac- 
tices, to authoritative accounting support 
—it tends to blind us to the necessity for 
tolerance in considering changes, makes us 
reluctant to discard the orthodox for 
something different but more serviceable 
in periods of abnormality. How far would 
the medical profession have developed 
had it been tied down to authoritative 
support or generally accepted practices— 
would the use of anesthetics have been 
possible, would the present widespread 
use of the sulpha drugs have developed, 
would penicillin be widely used today? I 
doubt it. How far would engineering 
have developed if it had been limited to 
concepts for which there was authorita- 
tive support? Could the Allied Nations 
have won the war if the army, the navy 
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and the air corps had stuck religiously to 
those practices that were generally ac- 
cepted during World War I? Yet busi- 
ness men are told by accountants that in 
dealing with today’s problems they should 
adhere to the accounting techniques of 
the 1918-1921 era. All of us have a high 
regard for established accounting au- 
thority, but we recognize that in account- 
ing as well as in medicine or any other 
science many practices well supported by 
precedents may prove inadequate or even 
wrong in principle under changed condi- 
tions. The thing that concerns us most vi- 
tally in this connection is that the ap- 
proach of the Institute committee and of 
the S.E.C. on this subject is wholly nega- 
tive. They offer nothing constructive or 
helpful to business men who face these 
problems and earnestly and honestly seek 
a solution. They set up a big, red light or 
an imposing stop sign that must impede, 
if not stop, progress and seriously dis- 
courage conscientious search for better 
ways of dealing with today’s special in- 
ventory problems. 

The Institute bulletin, strange to say, is 
labeled ‘‘Accounting Research Bulletin.” 
The definition of research is “‘critical and 
exhaustive investigation or experimenta- 
tion having for its aim the discovery of 
new facts and their correct interpretation, 
the revision of accepted conclusions or 
theories in the light of newly discovered 
facts or the practical applications of such 
new or revised conclusions.” There isn’t 
the slightest trace of that type of approach 
here. There are workable bases for re- 
serves for future inventory price declines 
—a reserve designed in a broad, overall 
way to secure the general effect of lifo, 
for example. But neither the Institute 
committee nor the S.E.C. mentions or 
makes any attempt to explore such a pos- 
sibility—that would have been construc- 
tive—their approach is wholly negative 
and destructive. I emphasize this because 
hope for future progress in accounting 
lies principally with you men just as 
credit for past progress is very largely 
yours. I sincerely hope that the attitude of 
the S.E.C. and of the Institute committee 
reflected in their views on inventory re- 
serves will not discourage your research 
activities or your search for better and 
more useful accounting applications. Cer- 
tainly if accounting is to develop and 
keep pace with business it must be applied 
with tolerance and open-mindedness and 
with a spontaneous receptiveness to new 
ideas, and it must be permitted sufficient 
flexibility to insure that progress is en- 
couraged and promoted and not thwarted 
or forbidden. Considerations of the usé- 
fulness of accounting must always out- 
weigh our regard and respect for estah- 
lished precedents. We must recognize tha 
accounting is not an end in itself and that 
its value and quality can be measured only \. 
in terms of its actual service to business 
and society. 








Four “Top” Labor Relations Problems 


The top-notch problems in labor re- 
lations today are four in number. Two 
of them I intend to discuss under the 
general heading of the Fair Labor Stan- 
dards Act, or the Wage-Hour law. They 
are: 

1. The attempts to change certain provisions 
of the law. 

2. The renewal of union interest in portal- 
to-portal forms of pay. 


The next two, I shall discuss will 
come under the general heading of the 
Labor Management Relations Act. They 
are: 


1. The coming labor drive to incorporate 
welfare and benefit plans in the union contract. 
2. Lawsuits under the Taft-Hartley law. 

You are all familiar with the Fair La- 
bor Standards Act, and have doubtless 
sweated out countless hours trying to 
wade through the regulations on over- 
time, exemptions, wage minima and the 
like. And while in this case familiarity 
may not have bred contempt, it has un- 
doubtedly bred the desire for the revision 
and clarification of many of the rules 
either contained in the law itself or in- 
terpretations of the rules by administra- 
tors. 

This new Congressional year may see 
the fulfillment of that wish. Hearings 
have been under way by a House Labor 
subcommittee. In the Senate’s own inves- 
tigation, no phase of the law will be 
missed. Hopes are held that the more 
glaring defects may eventually be reme- 
died by Congressional action. 

To date, we have nothing more than 
the proposals of various employers, em- 
ployer associations, economists and labor 
groups as to what should be done and 
what should not be done. None of the 
ideas has received official committee en- 
dorsement. But it is of interest to note 
that certain sections of the statute are 
coming in for continued discussion, fore- 
shadowing perhaps, later action by the 
committee concerned. It’s not my func- 
tion—nor is it within the scope of m 
ability—to predict what will be done, but 
merely to point to certain portions of the 
law which seem headed for readjustment 
of one sort or another. 

Primarily, the basic wage minimum 
contained in the Wage-Hour Act is slated 
for review. Despite charges of ‘‘inflation- 
ary” and “economically unsound’ which 
have been levelled at proposals to raise 
the wage floor, there seems little room 
for doubt that some boost is in the wind. 
A figure commonly mentioned is 65 
cents, although some labor groups are 
pressing hard for 75 cents. Committee 
members at the hearings have expressed 
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interest in plans for some sort of gradu- 
ated increase, spreading the effect over a 
period of several years. 

Pinning down the elusive “regular 
rate’’ has been a major task of anyone 
administering the FLSA in a plant. It is 
now proposed that Congress undertake 
the task of specifically defining what it 
wants to include in that category of earn- 
ings and what it wants to leave out. 

The House committee has heard earn- 
est pleas for a definition which would 
simply mean straight-time rate for time 
workers and straight-time hourly earnings 
for workers paid on some other basis. 
It is hoped that bonuses and possibly even 
overtime premiums can be excluded. 
Along with this proposition go attempts 
to have Congress define what it means by 
“the work week” and “hours worked,” 
neither of which terms is clearly set forth 
in the Act. The Portal Pay Act (of which 
more in a little while) added to the con- 
fusion, rather than lessening it, by re- 
ferring to “preliminary” and “‘postlimi- 
nary” activities. 

Executive, administrative and _profes- 
sional employee exemptions will get spe- 
cial attention. In the spotlight are the 
salary limits which are part of the ex- 
emption requirements. On one hand, it is 
claimed that the exemption requirements 
are far below what they should be, several 
CIO unions insisting that $500 should 
be the minimum figure before anyone is 
left out; on the other side is a group 
which insists that the exemption should 
be based on job duties alone, with all 
salary limits eliminated. It is also pro- 
posed that the definitions of supervisors 
and professional employees now written 
into the National Labor Relations Act be 
incorporated into the Wage-Hour Law. 


COVERAGE CLARIFICATION 


Coverage of the law needs clarification 
also. As it now reads, the Act affects em- 
ployees engaged in commerce or in the 
production of goods for commerce. The 
Sub-committee has been listening to sug- 
gestions that coverage be widened to 
cover all industries affecting commerce, 


as does the NLRA. There is another im- 
portant aspect of the coverage question— 
it has been proposed that coverage be 
determined by the activity of the firm 
which employs a worker, rather than, as 
under present regulations, by the activi- 
ties of the individual employee himself, 

Other, more technical aspects of the 
law, are due for a checkup. They may be 
revised ; they may not—but their validity, 
their workability, the hardships they may 
impose on employers are being carefully 
scrutinized. In this category falls such 
problems as the threatened rash of “‘over- 
time on overtime’ suits, conflicting stand- 
ards of the Walsh-Healey Act, extent of 
penalties which may be invoked against 
those who unknowingly violate the “hot 
goods” provisions of the law, and te- 
definition of the retail and service estab- 
lishment exemptions. 

I believe it is incumbent upon financial 
management to acquaint itself fully with 
the progress of the Wage-Hour hearings, 
so that legislative contingencies may be 
provided for. For example, if Congress 
should establish a 60 to 75 cents mini- 
mum wage, large corporations with 
southern plants may find themselves with 
a somewhat higher wage bill in certain 
job classifications at least. This in turn 
will figure in collective bargaining ne- 
gotiations in the northern areas—and 
management must be able to show dol- 
lars-and-cents reasons for its stand on 
wages in the third round that is at hand. 


“PORTAL PAY” STILL ALIVE 


Another piece of federal wage-hour 
legislation which was the subject of a 
great hue and cry at the time of its pas- 
sage is the Portal Pay Act. Passed to re- 
lieve employers of backpay liability aris- 
ing from claims brought under FLSA 
for compensation for time spent in travel- 
ing between the entrance to the property 
and actual place of work, the law created 
as many problems as it seemed to solve. 
To refresh your memory, let me outline 
the major points of the legislation: 


(1) It advances a restricted definition of 
what constitutes compensable working time. 





noted with deep interest. 





POST “TAFT-HARTLEY” 


Election year will provide no lessening of problems in the field of labor re- 
lations. Four “top-notchers”—wage hour law provisions, portal-pay angles, wel- 
fare funds, Taft-Hartley Act suits—are considered by Mr. House in this paper 
which he presented at a recent meeting of the Bridgeport Control. The author's 
views on the important role of controllers in labor relations will undoubtedly be 


—THE EDITORS 











132 


(2) 
where 
provis 
show 
by go’ 
tion. | 
cent ¢ 
didn't 
sectiol 
his co 
pretin 

(3) 
wage 
years, 
m4) 
permi 

At 
law | 
a br 
mate 
temp 
by s 
“pos 
It we 
one | 
of w 
miss 
dead 
room 
mas. 

Pc 
ment 
—iS 
may 
in th 
liver 
mem 
held 
It is 
anyo 
to “ 
bette 


Stand 
Porte 
seeki 
stand 
ploy 
ment 
consi 
must 
lecti: 
hour 
upon 


G 
AF] 
alor 
7-m 


7] 
tion: 
cove 
wag 
quir 
Satu 
the 
for 
gate 
prog 
mac, 
son; 
emp 
avai 


t im- 
ion— 
re be 
firm 
N, as 
ctivi- 
aself, 
the 
ry be 
idity, 
ma 
fully 
such 
ver- 
and- 
it of 
ainst 
“hot 

re- 
stab- 


1cial 
with 
ngs, 
’ be 
TESS 
ini- 
vith 
vith 
tain 
urn 
ne- 
and 
lol- 


nd. 








XUM 


(2) It includes a “good faith” provision 
whereby employers may avoid compliance with 
provisions of the Wage-Hour Act if they can 
show that they have relied on a previous ruling 
by government officials in charge of administra- 
tion. It’s interesting to note that in a very re- 
cent case, a judge decided that an employer 
didn't have a good faith defense under this 
section just because he followed the advise of 
his counsel in interpreting—or rather misinter- 
preting—the law. ee 

(3) A federal statute of limitations for all 
wage and hour claims was established at two 
years, an 

(4) Court: judgments for back pay were 
permitted to be compromised. 





Anyone acquainted with the law—this 
law in particular as well as “the law’ in 
a broader sense—realizes that there is 
material for years of litigation while at- 
tempts are made to clarify what is meant 
by such phrases as “‘preliminary” and 
“postliminary”’ activities, among others. 
It would be a mistake, however, for any- 
one directly concerned with the payment 
of wages and their effect on costs to dis- 
miss portal pay and the Portal Pay Act as 
dead issues, relegated to musty court- 
rooms where lawyers haggle over com- 
mas. 

Portal pay in its broadest sense—pay- 
ment for certain non-productive activities 
—is very much alive and your company 
may shortly be feeling its kick. Significant 
in this respect is the report which was de- 
livered by the AFL Executive Council to 
members attending the 66th convention 
held in San Francisco in October, 1947. 
It is always a good idea, incidentally, for 
anyone with any interest in labor relations 
to “scout” the opposition. There is no 
better way to find out what a group is 
“up to” or what it wants than by attend- 
ing its conventions, reading its publica- 
tions or listening to its speakers. 

Listen to what the AFL report says— 
and start figuring: 

"It is important that organized labor under- 
stand that there is nothing in the new law (the 
Portal Pay Act) which prohibits a union from 
seeking improvements in the wage and hour 
standards through negotiations with the em- 
ployers concerned. Moreover, since the enforce- 
ment of the minimum wage laws has been 
considerably weakened by this new Act, unions 
must be prepared to rely more heavily on col- 
lective bargaining for enforcement of wage, 
hour and overtime standards instead of relying 
upon law.” 


Getting down to specific issues, the 
AFL Council has this information to pass 
along to its member unions and their 
7-million dues-payers: 


“It is important for unions to press negotia- 
tions for clearly worded contract provisions to 
cover all conditions of work under which an) 
wage payment or overtime compensation is re- 
quired. This calls for explicit clauses covering 
Saturday, Sunday and holiday work; work on 
the sixth or seventh consecutive day; payment 
for time spent traveling to and from the plant 
gate; payment for rest, lunch or other non- 
productive periods; payment for time while 
machine operations are suspended for any rea- 
son; and “call-in” pay which is guaranteed any 
employee if he reports to work, but no work is 
available,” 
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And, although you can be sure the AFL 
did not say so, this also calls for a great 
deal of spadework by someone who 
knows the company’s costs, who can 
gather the data on company, area and in- 
dustry practice on many of the issues 
listed and can effectively arm manage- 
ment’s negotiators with the facts. 


WELFARE FUNDS 


One new aspect of the Labor Manage- 
ment Relations Act which is certain to 
increase the work of the controller in the 
next few years is the section on union- 
employer welfare funds. 

Here are the background details, 
lightly sketched, which led to the passage 
of Section 302 (c) of the LMRA: 


1. Many unions had succeeded in 
from management the establishment of so 
called “trust funds’ which ostensibly were to 
be used for the benefit of union members. But 
which, actually, could be directed to other non- 
legitimate union activities. 

2. The two major examples of these funds 
which Congress intended to curb were the wel- 
fare fund in the coal industry and the fund set 
up by the Musician's Union and the record 
manufacturers. 

3. In the coal case, the government, which 
was operating the mines, agreed to pay into a 
fund administered by both parties with an 
impartial third party, five cents for every ton 
of soft coal produced. The fund could be used 
to benefit the miners in any way that the com- 
mittee decided. Actually, none of the money 
was spent, nor was any plan for paying benefits 
made until the Centralia disaster in Illinois 
when the committee authorized $1,000 in death 
benefits for the survivors of any miner who 
died in an accident. This fund is now estimated 
to have more than $25 million, and the onl) 
benefits that have been paid are the death 
benefits voted early this year. 

4. The fund set up by the record companies 
work in a somewhat different manner. The 
companies pay into the union treasury a spect- 
fied sum for each record produced. The union 
administers the fund without the record com- 
panies participating in the distribution of the 
monies collected. The union uses the funds 
collected for the welfare, not of its members 
who make the records, but of its members who 
might lose employment recora 
manufacture. As one example as to the way the 
money is spent, the Musicians Union this yea 
ran a series of public concerts throughout the 
country, using about $2 million of union col- 
lected funds for the purpose. 


To restrain these types of welfare 
funds, the LMRA has installed a series 
of far-reaching safeguards for the monies 
which your company will put into a wel- 
fare fund in the future. 

Here are the restrictions which the Act 


forcings 
orcing 


because of 


places upon union-demanded welfare 
funds: 
1. The fund established must be for the 


exclusive benefit of the employees of the com- 
pany involved, their families and dependents. 


I might note that this does not prevent 
small plant employers from combining 
with others in a joint effort to cut costs 
of welfare funds through consolidation. 


2. The types of welfare funds covered under 
this section of the law include medical or hos- 
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pital care, retirement and death pensions, job- 
incurred sickness or accidents or insurance to 
provide any of these, unemployment benefits, 
life insurance, disability or sickness insurance, 
or accident insurance. 


Other branches of top management in 
your companies may be expected to call 
upon you soon for statistics on costs of 
any or all of these benefits, which are 
among the top union demands in collec- 
tive bargaining. You will be asked to de- 
termine what methods should be used for 
financing any plan which your firm may 
contract for in collective bargaining, and 
to discover any cost-savings which may be 
incorporated into such a plan. 


3. The detailed basis on which payments are 
to be made must be specified in a written 
agreement between the parties. 


Financial management will here be 
called upon to sit down in the writing of 
a collective bargaining agreement. Unless 
the details for payment of benefits under 
such a plan are carefully worked out by 
the employer's top financial managers, 
costs incurred under benefit plans may 
act to the detriment of the employer's and 
stockholder’s interests. 

{. To protect the financial integrity of the 
plan, there must be provisions made for an 
annual audit of the trust fund, and a statement 
of the results of the audit must be made avail- 
able to interested persons. 


While this may mean that auditors 
from your office will have to work to- 
gether with union auditors, employers 
who have contributed to similar funds in 
the past report that union auditors, as 
well as company men, are just as anxious 
to protect the monies left in trust for the 
benefit of their members. 


5. A final provision of the law requires 


employers and unions to separate any monies 
which are collected to provide pensions or 
annuities into a special trust which cannot be 
used for any other purpose. 


These restrictions do not apply to all 
trust funds now in existence, but they do 
apply to all welfare funds set up through 
collective bargaining since January 1, 
1946. They do not, of course, apply in 
cases where the employer has set up a 
welfare plan through unilateral action. 

However, if your company welfare 
plan is incorporated into a union agree- 
ment, the LMRA provisions on welfare 
funds will become applicable to the terms 
of your agreement. 

The LMRA has brought into collective 
bargaining another new element which 
should interest controllers as a part of 
financial management. 

For the first time in labor history, 
the lawsuit may be used as a major 
weapon in a union-employer squabble. 
The LMRA provides procedures whereby 
both unions and employers may be sued 
in certain instances. 

Now this does not mean that your 
company will be able to meet every union 








action which attacks the financial position 
of the company with a lawsuit, but it 
does mean that some union activities will 
now be undertaken by the union at its 
own risk. 

Two sections of the Act set forth ex- 
actly when and how and on what grounds 
an employer may sue a union: 


SECTION 301 


Section 301 of the law gives the em- 
ployer the right to sue the union which 
represents its own workers CVELy time 
that the union violates a collective bar- 
gaining agreement between the patties. 

However, Section 301 is a two-edged 
sword, since the union is also given the 
right to sue the employer each and every 
time that his acts are not in accordance 
with the exact terms of the agreement. 

To make it easier for both parties to 
sue each other, the law permits both em- 
ployers and unions to sue before any dis- 
trict court, without respect to the amount 
in controversy or without regards to the 
citizenship of the parties. 

One problem facing employers now is 
whether or not they should voluntarily 
give up this right. Unions have demanded 
that employers sign “immunity” clauses, 
and management, in some concerns, has 
agreed not to sue the union despite pro- 
visions of the law. 

As a company controller, you may be 
called upon to give negotiating officials 
the answer as to whether or not it is fi- 
nancially a sound idea for the company 
to give up this right. 

Two reasons have been advanced by 
company controllers who have advised 
giving up this right for such a policy. 

1. Court suits are expensive. They consume 
time of company officials, money which might 
well be used for other company activities, and 
very little can be gained even if the employer 
should win the case. The price of victory may 
be high if low worker morale and resentment 
against the employer should add up to higher 
labor costs through lowered worker produc- 
tivity. 

2. Any attempt by management to use this 
weapon will invariably result in.a flood of suits 
from unions, which will be costly to defend, 
and may prove very expensive in the long run. 
The late Joseph Padway, former chief counsel 
for the AFL, suggested that unions may run to 
court with any grievance which is not settled 
through the grievance procedure being made 
the basis of a suit. 


SECTION 303 


Section 303 of the LMRA details the 
conditions which must exist before an 
employer can sue either his own union 
or any other union which damages your 
business. 

You can limit the financial losses of 
your company in four specified strike 
situations, or eliminate these unexpected 
and unbudgeted losses entirely through 
suits in the federal courts which will 
allow you to recover the entire amount of 
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any damages suffered plus court costs in 
these situations: 


1. If a union strikes in order to force you or 
any other employer to stop doing business with 
another employer. This is known as a secondary 
boycott, and a suit against the offending union 
is just one of the actions permitted your com- 
pany in this type of situation. 

2. Whenever the union which represents the 
employees in your plant walks out in order to 
force another employer to deal with an un- 
certified employer. This is a sympathy strike. 

3. If your company becomes involved in a 
rival union dispute when you have the re- 
sponsibility of dealing with a union which has 
been certified in your plant, and strikes in order 
to force you to deal with the uncertified union, 
you may sue the striking union for any dam- 
ages you may suffer. 

4. Jurisdictional struggles 


between unions 


can't continue to plague employers. Whenever 
any unions strikes in order to force you to 
assign particular work to its members, you now 
have the right to sue the union for damage; 
which you have suffered as a result. 


One employer who sued a union under 
a collective bargaining agreement recently 
collected not only the direct losses suf. 
fered as a result of the strike, but also 
was awarded the amount of profit esti- 
mated by the company controller which 
would have been earned had the em. 
ployees remained at work. 

Thus, the financial data gathered by 
the controller is important when consider. 
ing how financial matters relate to suits 
allowed under the LMRA. 


Challenge of Cost Reduction Seen 
Facing Controllers During 1948 


That 1948 must be a year of wide- 
spread cost reduction, not only because of 
the inflationary hazards which confront 
America, but also because break-even 
points must be lowered if business is to 
continue at a profit, is the consensus of 
controllers according to a recent survey 
of the Controllers Institutes’ Committee 
on Technical Information and Research. 

Labor, materials and overhead are the 
three main targets for attack by cost- 
minded management. In the first case, 
labor costs can be controlled through the 
use of labor budgets and standards, with 
a periodic check against performance, 
thus providing operating heads with data 
on variations which show the need for 
closer supervision, better flow of work, 
possible incentives, and other remedies. 

One way to reduce materials cost is 
through elimination of waste, backed by 
tight control of purchasing, Arthur R. 
Tucker, managing director of The In- 
stitute stated in a year-end review released 
to “The New York Journal of Com- 
merce.’ Hand in hand with this should 
go a closer control of inventories, and a 
proper check on work in process. Here 
again, budgeting is the key to effective 
economizing. 

Departmental budgets, with clear-cut 
responsibility delegated to those who are 
in a position to control expenditures at 
the particular level, will help to taper 
off non-essential expenses in the general 
field of overhead. 

There is a fourth area which cost re- 
duction should embrace, and that is dis- 
tribution. Sales department budgets 
should be realistically poised against ex- 
pected sales volume, and they should be 
developed in terms of units as well as in 
terms of dollars. The sales manager 
should be kept advised regarding profit 
margins and proper allocable expenses 
in each sales territory, so that goods will 
flow toward the most profitable, best- 


paying outlets, and so that excessive ad- 
vertising will not be lavished in unprofit- 
able areas or in unprofitable directions. 

Within their own departments, many 
controllers are cutting clerical costs by 
reducing to an absolute minimum, con- 
ducive with sound management and eff- 
cient operation, the volume of financial 
and statistical reports prepared for man- 
agement. 


Cooperation with Local BIR Agents 
Can Aid Section 722 Cases 
Cooperation with local internal revenue 
agents in settling excess profits tax relief 
claims under Section 722 was urged by 
Peter Guy Evans, Member of the Excess 
Profits Tax Council of the Treasury De- 
partment, at a recent meeting of the 
Bridgeport Control of the Controllers In- 
stitute of America. Mr. Evans said the 
agents in the local offices can do an excel- 
lent job because they are familiar with the 
taxpayer's background, history, local con- 
ditions, and such. If agreements are 
reached in the field, then Council review 
and final settlement of the cases are 
greatly facilitated, Mr. Evans emphasized. 
Conferences in Washington are for 
those cases, he said, in which agreements 
in local offices could not be secured. This 
is the last step in the consideration of 
claims within the Bureau, he advised. Of 
course, a taxpayer can always take his case 
to the Tax Court for final adjudication, 
Mr. Evans continued. Many of the cases 
docketed before the Tax Court and te- 
ferred to the Council have been settled. 
Mr. Evans stated, “It is the duty of all 
taxpayers to reconsider and recheck their 
relief claims and, if the claims are found 
to be unreasonable or inflated, they 
should be adjusted accordingly. The tax- 
payers want us to be reasonable in con- 
sidering the claims. We have asked the 
agents to cooperate but we also ask the tax- 
payers to be reasonable and cooperative.” 
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Analysis of Financial Statements 
From a Bank Viewpoint 


Financial statements are analyzed to de- 
termine certain facts which are seldom ob- 
vious on their face. Thus it follows that 
the viewpoint of the analyst is guided by 
the search for facts in which he is most 
interested. Consider the difference be- 
tween the viewpoint of top management 
which would cover the closest analysis of 
all matters, with that of the security 
analyst interested in long-term prospects 
as they would bear on the amortization of 
bonds and the payment of interest; or the 
viewpoint of a shareholder or investor 
who is interested in continuity of income, 
with the banker-analyst who is first inter- 
ested in ability to pay debts; or even a 
finer distinction between the bank view- 
point and that of a trade creditor where 
the time element is involved. Even labor 
unions analyze statements to develop in- 
formation regarding “‘ability to pay’”’ wage 
increase proposals. 

I like to believe that the bank view- 
point of statement analysis is closer to 
that of management than any other. Banks 
as a rule are not only interested in making 
loans and seeing them paid, and thereby 
serving useful purposes, but they are, or 
should be, determined that to the extent 
of their ability and within certain bounds 
their experience with others should pro- 
vide helpful counsel on problems and op- 
portunities. 

Even though the facts which manage- 
ment and its banker seek are similar, 
there are still many differences which 
should be noted. Balance sheet statements 
are prepared from some known and 
readily determinable items, but others are 
subject to methods of accounting proce- 
dure, and still others are stated as a mat- 
ter of opinion. Cash, for example, can be 
determined accurately by count, real estate 
and manufacturing facilities are stated at 
cost less varying rates of depreciation, and 
accounts receivable and inventory are, or 
should be, valued on the basis of respec- 
tive collectibility and utility. Conse- 
quently, the bank analyst includes a con- 
sideration, by means which we shall dis- 
cuss, of ascertaining the propriety of ac- 
counting procedures, and particularly the 
basis for valuation of those items of the 
statement which are the result of manage- 
ment’s Own opinion. 

The most important step in statement 
analysis, of any statement and from any 
viewpoint, is this: one must understand 
each item of the statement, and determine 
as far as possible that its parts fairly pre- 
sent, as the accountant’s certificate should 
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say, “the position of the X company at 
December 31, 1947, and the results of its 
operations for the fiscal year, in con- 
formity with generally accepted account- 
ing principles applied on a basis consist- 
ent with that of the preceding year.” 

Accounting principles and practice have 
reached a very high degree of acceptance, 
but it does not follow that one may accept 
every audit report with the same degree 
of security. The auditors’ certificate will 
generally state the scope of examination, 
and the reputation of the accountant can 
be readily determined. Thus if the state- 
ment figures being analyzed have been 
prepared so they may be relied upon, the 
analyst may work from that assumption ; 
otherwise, they should be carefully 
checked. Beyond this, however, the bank 
analyst may be, and often is, quite inter- 
ested in the credit policies of a business, 
for accounts receivable that on the books 
are current, may quickly become slow and 
doubtful in times of stress. 

Some recognition should be made of 
the vast majority of statements which are 
of small businesses and are prepared by 
the owner or bookkeeper. It often follows 
that such statements contain few accepted 
accounting practices, and more appraisals 
based on personal judgment: Obviously, 
then, the analyst must ascertain all facts 
which are necessary to test the classifica- 
tions and determine the accuracy of the 
statement items. One illustration will suf- 
fice: A manufacturer gave an arbitrary 
valuation of inventory in a year-end state- 
ment at $2400.00. The utility value of 
that inventory on the basis of the lower of 
cost or market, was $26,000.00. The pro- 
portions of the balance sheet were dis- 
torted by this act, but in addition that 
closing inventory when set into the calcu- 
lation of cost of goods sold resulted in a 
wholly inaccurate earning figure. 

At the risk of slighting an extremely 
important subject, let it be said that un- 
less a statement is prepared and certified 


by a reputable accountant, the analyst 
must be satisfied that it is accurate and 
that it is what it purports to be. Anything 
short of this may lead to false conclu- 
sions. 

Before proceeding further I should like 
to point out that while an understanding 
of the statement items is essential, an- 
other factor of equal importance, a rea- 
sonable knowledge of the characteristics 
of the subject business, is necessary. It is 
necessary to know the selling terms and 
the seasonal factors which affect both re- 
ceivables and inventory. The analyst 
should know something of the sources for 
raw materials or merchandise, and the 
manner in which they are acquired, and 
be able to picture the turnover from the 
initial investment of cash to the finished 
collection of cash accounting for costs 
plus profit. Without such information 
comparisons from the results of analysis 
may be made against known or determi- 
nable standards, and weakness or strength 
identified, if not thoroughly understood. 

There are several methods of analysis 
used by banks, but though technique dif- 
fers, each follows the same general design 
and should reach the same conclusions. 
Bankers are interested in trends over a 
period of time, and will invariably ana- 
lyze a late statement in comparison with 
previous statements running back in time 
for from three to five years. Thus one will 
find the analysis beginning on a compara- 
tive analysis card or sheet, i.e., where the 
figures at one period or another, and usu- 
ally at the close of each fiscal year, are set 
side by side in column style. To this 
should be added that thorough statement 
analysis must be based on (1) the balance 
sheet of assets and liabilities and net 
worth, (2) the income and expense state- 
ment, and (3) the reconcilement of sur- 
plus or net worth. 

Banks are interested in the item of net 
working capital, which is the amount of 
money by which current assets exceeds 





mendation of interest to all controllers. 





STATEMENT ANALYSIS IS NOT ALL 


While understanding analysis of the items in the financial statement is essen- 
tial, Mr. Davis points out, it is also necessary to have a reasonable knowledge of 
the characteristics of the business whose statement is being analyzed. The author, 
in this paper delivered before a recent meeting of the Louisville Control, reviews 
the various ratios employed by analysts, and concludes with a three-point recom- 
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current liabilities. They are interested in 
the trend of that item from one period to 
another. Usually when net working capi- 
tal is increasing, the tangible net worth is 
also growing, the two indicating increased 
financial strength and responsibility. It is 
the adequacy of the former which insures 
the payment of current debts, wages, and 
dividends, provides for expanded research 
and sales, and first cushions depressed 
prices. The movement of net working 
capital and tangible net worth, as well as 
almost all other items, is also to be noted 
in their relationship to other items of the 
statements, as we shall see. 

Experienced and the rule of reason have 
established important relationships be- 
tween items of the balance sheet and some 
of those items with earning statement fig- 
ures. The most common is the ratio or 
proportion of current assets to current lia- 
bilities. This is usually called the current 
ratio, and for many years it was almost 
the beginning and the end of statement 
analysis—it was the ultima ratio regum. 
Even today many business men are quite 
satisfied when their statements reveal a 
substantial current position. Such a situa- 
tion is reassuring, but the analyst will 
want to examine this ratio in the light of 
the other statement ratios, and particularly 
the trend of the net which we call the net 
working capital, as has already been said. 
If one were unable to apply a thorough- 
going analysis to a statement, certainly the 
relationship of cash and accounts receiv- 
able to current liabilities would be good 
evidence of the degree of liquidity—a 
ratio of one to one or better, being of 
course very good, if it may be assumed 
that the accounts receivable are due and 
collectible on terms approximating the 
terms of the payables. 

The ratio of current assets to current 
liabilities is a measure of the adequacy of 
working capital. If the characteristics of a 
given business involve a heavy investment 
in inventory or a slow turn to convert to 
sales, or if sales are made on long terms, 
it is obvious that a higher ratio of current 
assets to current liabilities is desired than 
if the reverse were true. In most busi- 
nesses the ratio is sufficient when at the 
low debt period of the year that debt is 
covered by cash and accounts receivable. 

Another ratio almost always used is 
that of tangible net worth to debt. Tan- 
gible net worth is capital and surplus or 
owner's equity, less those assets which 
have no negotiable or liquidating value, 
such as good will or non-transferable li- 
censes. That ratio, again in the case of 
most business enterprises and at the low 
debt period of the year, should be at least 
one to one. It should be obvious that at a 
lesser ratio the financial interest in the 
business is with the creditors and not the 
alleged owners. The ratio, it may gener- 
ally be said, is a test of adequacy of own- 
er’s capital—a safeguard against ultimate 
insolvency. A notable exception is found 
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in consumer finance company statements 
where practice and experience has led to 
acceptance of a one to three, or even four, 
ratio. Here the characteristics or nature of 
this business breaks the general rule, but 
the analyst must know what those char- 
acteristics are and use other facilities to 
determine the elements of risk and liquid- 
ity. 

A third ratio which is very generally 
applied is the ratio of fixed assets to tan- 
gible net worth. Very often net working 
capital is inadequate because too much of 
the owner’s investment is tied up in real 
estate and machinery or fixtures. Many 
businesses have been wrecked by their in- 
vestments in monuments of brick and 
mortar by overly ambitious owners. (Many 
banks were particularly guilty of this back 
in the late 20’s.) The degree to which a 
company can safely or profitably invest in 
fixed assets requires a delicate balance be- 
tween its requirements and its available 
capital. That balance can be checked by 
the ratio method only through a compari- 
son with other companies of similar size 
in the same line of business, but with due 
consideration to location. A more than fa- 
vorable ratio would lead one to the con- 
clusion that if something is wrong with 
the balance sheet statement it cannot be 
attributed to an excessive investment in 
fixed property. 


OTHER Ratios USED 


Again, a ratio always observed is that 
of net profit after taxes, to net sales. This 
result is important to management and 
shareholders, but equally so to the banker 
who believes that the principal purpose 
for doing business is to achieve a profit. 
That may be a rather trite statement, but 
a review of many financial reports leads 
one to believe that a great volume of sales 
is the ambition of some, even though the 
results are nil. In the past seveteen years 
the percentages of profits to sales have 
varied materially. They were particularly 
influenced by the war and price controls, 
and later by spiraling costs. Through such 
an unusual period a study of the entire in- 
come and expense statement is desirable, 
but the fact remains that in any given pe- 
riod the best managed businesses set a 
pattern for profits—others should achieve 
the same results, and when that is not 
done the analyst must draw his own con- 
clusions. 

The analyst has two other ratios which 
are many times used to good advantage: 
the turnover of accounts receivable, and 
inventory which may be checked against 
net sales. The first of these simply means 
that the accounts and notes receivable 
item at statement date is divided by the 
net credit sales per day and the result is a 
figure representing the period of turnover 
or collection period. ‘Net credit sales per 
day” is found by reducing the aggregate 
of all credit sales in the year to a daily 


basis. The period of turnover can be easily 
checked against the common experience 
of similar businesses whose selling terms 
are identical. 

The turnover of inventory is tested by 
dividing the figure at statement date into 
net sales. The result from this procedure 
is not as accurate as dividing statement 
inventory into cost of goods, but the 
choice rests with the analyst. If complete 
balance sheet and operating statements 
are available, and the process of turnover 
is thoroughly understood for the business 
under analysis, then the latter is more 
often used. Otherwise the division of in- 
ventory into net sales gives a figure which 
may be easily compared with the same cal- 
culation for other businesses; figures 
which are easily found in credit manuals 
and trade reports. 

At this point let me summarize a bit. 
Assuming an understanding of the com- 
position of the statement and satisfaction 
with the manner in which the valuations 
have been stated, seven common comparti- 
sons have been briefly discussed: the trend 
of net working capital and net worth, the 
current ratio, the ratios of tangible net 
worth to debt, fixed assets to tangible net 
worth, net profit to net sales, the collec- 
tion experience of the accounts receivable, 
and the turnover of inventory. 

Some analysts use added ratios to good 
advantage, but primarily when the fore- 
going comparisons have failed to reveal 
satisfactory answers to apparent weakness. 
The others are: current liabilities to tan- 
gible net worth, funded debt to net work- 
ing capital, net sales to net working capi- 
tal, and net profit to tangible net worth. 
In using all of these ratios it should be 
emphasized that they become valuable 
only as they are related or compared with 
known standards, with competitors’ fig- 
ures, or to indices which are prepared 
from year to year by the Robert Mortis 
Associates or Dun and Bradstreet, or ate 
furnished by various trade journals. 

Statement analysis is still not developed 
to its full usefulness—there is unlimited 
opportunity for those with imagination 
and a desire to take things to pieces to 
find out why they do or don’t “tick.” I 
particularly recommend three ideas to you 
controllers. 

The first is a close analysis of those fac- 
tors which in all probability have raised 
the present break-even point in your busi- 
ness above the 1940 sales volume. 

The second, give all consideration 
possible to any remedies which may be 
employed to compensate for inadequate 
depreciation of fixed assets on the basis 
of their high present day replacement costs. 

The third, analyze your own company 
statements and provide your management 
associates with the results: the day is not 
far off when competition and unstable 
prices will require the most adroit han- 
dling of capital and the re-employment of 
the sales dollars. 
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Institute’s First Southern Conference Is 
Hailed as “Resoundingly Successful” 


A resoundingly successful conference of 
controllers, the First Southern Conference 
of Controllers ever held, was sponsored 
on January 23-24 in New Orleans under 
the sponsorship of the New Orleans Con- 
trol of the Controllers Institute of 
America. Members of the Institute, and 
guests from fourteen states were in at- 
tendance at the sessions which were held 
in the Roosevelt Hotel beginning Friday 
noon, the 23rd. Numerous commendations 
regarding the conference have been re- 
ceived by the New Orleans Control’s ofh- 
cers and by the national headquarters. 

This conference, which inaugurated an 
expected series of regional conferences to 
be held annually in the southern area, 
covered the Southeastern and Mid-west 
Southern regions of the Institute. Coop- 
erating Controls included Atlanta, Birm- 
ingham, Chattanooga, Dallas, and Hous- 
ton. 

Nearly 100 controllers and finance offi- 
cers were in attendance at the luncheon 
session at which Mr. C. E. Jarchow, na- 
tional President of The Institute, and Vice 
President and Comptroller of Interna- 
tional Harvester Company, Chicago, was 
the featured speaker. (The full manu- 
script of Mr. Jarchow’s address is pub- 
lished on pages 120-124 of this issue of 
“The Controller’—Editor.) Mr. Jarchow 
was introduced by Mr. J. M. Stonnell, 
President of the New Orleans Control, 
and Controller of Copolymer Corp., in 
Baton Rouge, La. 


ANNUAL REPORTS DISCUSSED 


At the afternoon session, the principal 
address was presented by Mr. George 
Thomas Walker of Louisiana State Uni- 
versity and Agricultural and Mechanical 
College, who delivered a paper based on 
a comparative analysis of the annual re- 

orts of ten American corporations. Mr. 

Walker likewise conducted a lively dis- 
cussion period following the close of his 
presentation. 

As a supplement to the inclusion of the 
subject of corporate annual reports on the 
agenda of the conference, the Program 
Committee had arranged for a display of 
the 100 annua! reports which were de- 
clared “‘best-of-industry” by “Financial 
World,” late in 1947, in connection with 
its annual competition in this field. 

The afternoon session was in charge of 
Chairman Lyman L. Dyer, Controller of 
Lone Star Gas Co., of Dallas, Texas. Mr. 
Dyer is a Vice President of the Control- 
lers Institute. 

During the afternoon, the lady guests 
of the Conference were escorted on a bus 
tour through the French Quarter of New 
Orleans. At 5:30 P.M. the entire assem- 


blage gathered in the University Room of 
the Roosevelt Hotel for a social hour 
which featured the technicolor film, 
“Louisiana,” which was displayed through 
arrangements with the sponsor of the 
film, Standard Oil Co. of Louisiana. 

The Conference banquet in the Gold 
Room of the Roosevelt Hotel was at- 
tended by 137 members and guests who 
were alternately entertained and enlight- 
ened by a scintillating address presented 
by Mr. Clayton Rand, noted author, pub- 
lisher and humorist. Mr. Rand was intro- 
duced by Mr. Gerald L. Andrus, Control- 
ler of New Orleans Public Service, Inc. 

National officers and directors of The 
Institute, and Presidents of the various 
Controls represented, were seated at the 
head table and introduced during the 
course of the banquet. The national direc- 
tors of The Institute were scheduled to 
hold the regular monthly meeting of the 
Institute’s Board of Directors the follow- 
ing morning. 

On Saturday morning a harbor trip had 
been arranged aboard the yacht, ‘Good 
Neighbor.” Members and guests were 
likewise provided complimentary tickets 
for admission to the clubhouse at the Fair 
Grounds that afternoon. 

Both Walter Mitchell, Jr., the newly 
appointed Managing Director of The In- 
stitute, and Pau! Haase, recently desig- 
nated as Assistant Managing Director, 
wete present at the Conference and were 
called on for brief observations. Mr. 
Mitchell, who preceded Mr. Rand at the 
Conference banquet, emphasized the im- 
portant role of the Controllers Institute 
and expressed his pleasure at the privilege 
of being associated with the organization. 


CONFERENCE COMMITTEES 


The committees in charge of the First 
Southern Conference included: 


General Chairman: Dee Davis, The Cali- 
fornia Co., New Orleans. 

Program and Speakers—Chairman: James 
A. Ryan, Wesson Oil and Snowdrift Co., 
Inc.; F. P. Ganucheau, National American 
Bank of New Orleans; J. P. Ward, Louisiana 
Coca-Cola Bottling Co. 

Finance and Arrangements—Chairman: 
Wm. P. Stich, The Leon Godchaux Clothing 
Co., Ltd.; Jos. Samuel, The New Orleans 
Roosevelt Corp.; T. A. Hamby, American 
Creosote Works, Inc. 

Publicity—Chairman: George J. Springer, 
Katz & Besthoff; Harry K. Oliphint, Para- 
mount-Richards Theatres, Inc. 

Speakers’ Hospitality—Chairman: E. J. 
Armbruster, New Orleans Public Service, 
Inc.; Ben C. Moise, Maison Blanche Co.; 
Earl N. Martin, Sr., Godchaux Sugars, Inc. 

Registration and Reception—Chairman: A. 
E. Elliott, Louisiana Power & Light Co.; 
Gerald L. Andrus, New Orleans Public Serv- 
ice, Inc.; Joseph H. Pasquier, Jackson Brew- 
ing Co. 





Compliance Required by Law for 
Census of Manufacturers 


Manufacturing firms which have not 
received, by March 1, the official form 
for reporting in connection with the 
Census of Manufactures: 1947 should 
immediately advise the Industry Divi- 
sion of the Bureau of the Census, so 
that compliance with the legal responsi- 
bilities relating to the Census of Manu- 
factures can be completed. The law re- 
quires every manufacturer to furnish 
the information required and the penal- 
ties of refusal or neglect in responding 
include fines, imprisonment, or both. 

Because the war caused a suspension 
of the Census of Manufactures for eight 
years, the last being that of 1939, the 
current census, covering 1947, is very 
important and is expected to have much 
practical value to every manufacturer. 

The Census of Manufactures is con- 
ducted every other year, and the infor- 
mation furnished is legally protected as 
confidential and “cannot be used for 
purposes of taxation, investigation or 
regulation.” 

The law requires that every manufac- 
turer shall fill out and return the official 
form to the Bureau of the Census within 
30 days after he receives it. If, for any 
good reason, you need an extension of 
time beyond the 30-day period, you are 
required to file a request for such exten- 
sion with the Director, Bureau of the 
Census, Washington 25, D. C., stating 
your reasons for requesting additional 
time. If you should fail to receive the 
official form by March 1, you should 
advise the Industry Division of the Bu- 
reau. 











Annual Report Advertising Aims at 
Broadening Readership 


Annual report advertising of corpo- 
rations has come to the fore as the means 
of broadening the readership of modern- 
ized financial reports, according to Wes- 
ton Smith, director of the ‘Financial 
World” Annual Report Survey, in a new 
booklet ‘‘A Follow-Through for Better 
Stockholder Relations.”’ 

“The annual report advertisement,” ex- 
plains Mr. Smith, ‘‘serves the dual pur- 
pose of (1) molding favorable opinion 
toward the sponsor, its industry and the 
American economic system as a whole, 
and (2) eliciting direct requests for 
copies of the annual report from indi- 
viduals who may be potential customers 
Or prospective investors.” 

Included in the booklet is the official 
announcement of the Financial World's 
Eighth Annual Report Survey, which will 
consider all 1947-48 annual reports pub- 
lished up to the closing date of June 25, 
1948. For the first time this year the sur- 
vey will be expanded to include the 
annual financial statements of mutually- 
owned institutions, such as insurance 
companies, savings banks and savings and 
loan associations. 

Featured in the 32-page brochure are 
twenty pages of the annual report adver- 
tisements of 1946 which achieved awards. 
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Or fill you with vitamins. Or grow hair on 
your scalp. 
There’s not a single, solitary miracle in the 
Comptometer Payroll Plan. Its only virtue is 
in the office — where it makes original post- 
ings yield final records. 
Some say that’s miracle enough. Especially 
when they add up the savings this plan brings 
4 as it licks any payroll problem, of any size. 
IT WON'T TAKE THE PLACE OF STEAK Speedy, simple, accurate, the Comptometer 
Payroll Plan needs only one short form to take 
care of five operations. Copving is unnecessary 
because postings are made directly to the 
employee wage statement. 

The Comptometer Pavroll Plan requires no 
elaborate machines — and less labor —as it 
hurtles over involved bookkeeping, ceaseless 
post.ng and filing. 










If you'd welcome substantial economy, just 
write or phone your nearest Comptometer 
representative. 


ComPTOMETER 


ADDING-CALCULATING MACHINES 


Made only by Felt & Tarrant Manufacturing Co., 
Chicago, and sold exclusively by its Comptometer 
Division, 1734 N. Paulina Street, Chicago 22, Illinois. 
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Scanning the Controllership Scene 








Two Views of Cost-of-Living Wage Increases 
Employers who are considering cost-of-living wage in- 
creases should consider both sides of the story, according to 
the Labor Relations Institute, New York, which cites two 
advantages of the plan, as follows: 


1. Workers tend to consider the Bureau of Labor Statistics 
Index as an actual measurement of their own cost of living-— 
and accept changes in wage rates based on these figures as an 
indication that management is aware of their financial prob- 
lems in a period of rising prices. 

2. Increases can be granted on a definite, known basis— 
without employees feeling that they must bring pressure to 
bear in order to obtain raises in pay. 


Four disadvantages to cost-of-living increases, on the 
other hand, have dissuaded many employers from adopting 
this method, the Institute points out: 


1. C-of-L changes in pay scales tend to operate in only one 
direction—upwards. Employees who favor them while the 
Index is rising will probably raise strong objections when de- 
creases are in order. 

2. When the time for wage cuts does come, employees may 
feel impelled to organize. 

3. Overall BLS indices provide no true measure of living 
costs for the average employee in any given plant or area. 

4, Changes in wage rates should be based on direct cost 
factors, rather than on consumer prices. 


Proportion of Corporate Debt to Equity Called Unsound 

The steadily increasing proportion of debt to equity in the capt- 
tal structures of corporations is “an unsound trend,” in the 
opinion of officials of the Chemical Bank and Trust Company, 
N. Baxter Jackson, chairman, stated recently. 

Presenting his report at the annual meeting of the bank's 
shareholders, Mr. Jackson explained that the bank’s management 
was “concerned” about the financing of the capital requirements 
of industry over the next few years if it is to maintain annual 
production comparable to the volume of 1947. 

“This needed capital, in our opinion, should not be provided 
by term loans in banks, which we believe are already as high as 
they should be,” he declared. 

“Until there is some reduction in income taxes, equity capital 
will not be available from the sources from which it has always 
been obtained,” he added. 


“Death Sentence” Advanced During 1947 

Reviewing 1947 activities in the administration of the 
“death sentence” Public Utility Holding Company Act, the 
Securities and Exchange Commission noted its ‘‘greatest 
year of accomplishment,” according to an Associated Press 
dispatch at the turn of the year which quoted James J. 
Caffrey, then retiring as SEC chairman, as declaring: “Our 
accomplishments give rise to the definite expectation that 
the Congressional mandate will be substantially completed 
in the near future.” 


“One significant result of this program,” Mr. Caffrey 
added, “‘is to facilitate local management and state regula- 
tion of electric and gas utility companies.” 

On top of the utilities activities of the Commission dur- 
ing the year and its normal policing of the stock exchanges 
and other phases of the securities business, the SEC simpli- 
fied the process involved in registering securities for public 
sale. 

“Still under consideration” the SEC chairman stated, 
“are legislative amendments including suggestions for 
broadening the financial reporting, and ‘insider’ trading pro- 
visions of the law.” 


This Creditor-Nation of Ours 


The United States, $3,636,000,000 in debt to the world 
just before World War I, 1s now a $10,400,000,000 creditor 
with a net income of over $400,000,000 a year from hold- 
ings overseas. 

This showed up in a Treasury report which officials 
brought up to date, in mid-December, with estimates that: 

1. Private owners, both individuals and corporations, 
hold about $16,400,000,000 worth of investments located 
abroad. They include refugees who arrived here after 1937 
with foreign holdings worth over $1,660,000,000. 

2. The U.S. government now has about $8,000,000,000 
in live debt claims on foreign countries, not counting over 
$10,000,000,000 i virtually dead World War I debts and 
lend-lease accounts from World War II that have not been 
settled. 

3. On the other side of the picture, foreign-owned assets 
in this country, including holdings of both foreign govern- 
ments and private interests, are down to around $14,000,- 
000,000 and shrinking. 


20-Year Average for Banks’ Bad Debt Losses 


According to a recent Bureau of Internal Revenue ruling, 
banks may average their bad-debt losses over a twenty-year 
period in estimating tax-deductible reserves to be set aside 
against future loan losses. This change has been advocated by 
the American Bankers Association. 

Prior to the ruling, which applies to taxes on 1947 income, 
banks had been allowed to average such losses only for a five- 
year period. Thus such reserves set aside were limited by the 
comparatively light losses of the prosperous war years. The 
twenty-year span goes back beyond the depression of the 
1930's. 

Banks which have been operating less than twenty years 
will be allowed to count on the average experiences of older 
banks, “preferably in the same locality,” which are deemed 
“similar” to them. 

The new ruling was described by officials as a sort of de- 
preciation allowance for banks on their main stock in trade— 
loans—after the fashion of plant depreciation allowances to 
other businesses. —PAuL HAASE 
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JUST PUBLISHED— 


> || ACCOUNTING SURVEY OF 
“|| 525 CORPORATE REPORTS 





lic 
[Fiscal Years Ending July 1946 to June 1947] 
od, 
er HIS STUDY, just completed by the Research Department of the American In- 
stitute of Accountants, is not a collection of corporate reports but a 
DETAILED BREAKDOWN 
ld of 525 reports, by topics, 
“4 SHOWING VARIATIONS 


in the accounting treatment, form and terminology of some 70 items appearing 
in the balance sheet, income statement, accountants’ reports, and presidents’ let- 
ters. Excerpts of interesting and unusual items from various sections of the re- 


f ports are included. 
The Survey will be of great interest and value to accounting and 
°) : , P 
: financial officials of corporations 
d The cumulative results were based on an examination of a cross-sec- 
'. tion of industrial reports, including companies engaged in manufac- 
turing, wholesaling, retailing, non-ferrous mining, and oil-producing. 
S 
The compilation and analysis of the material on which this document is based, if privately 
done, would cost an accounting firm or business organization several thousand dollars. 
The price of the study is 
$10 a copy (multilithed) 
(Add 2% sales tax if delivered in Greater New York) 
; Copies are limited, so order promptly. Orders will be filled in the order received 


AMERICAN INSTITUTE OF ACCOUNTANTS 


13 East 41st Street, New York 17, N. Y. 


AMERICAN INSTITUTE OF ACCOUNTANTS 
13 East 41st Street, New York 17, N. Y. 


| encios@ $......-. 205. for which please send me .......... copy (copies) of 


ACCOUNTING SURVEY OF 525 CORPORATE REPORTS 


(Please print both name and address) 


Note: Add 2% Sales Tax if delivered in Greater New York 
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Meet the New Managing Director! 
Harris & Ewing 
By John H. MacDonald 
Chairman of the Board of Directors 

On January 28, President C. E. Jarchow, in a message to all Al 
the members of the Controllers Institute, announced the retire- 
ment of Mr. Arthur R. Tucker as managing director and the ap- oF 
pointment of Mr. Walter Mitchell, Jr. to succeed him. I have Sept 
been assigned the pleasant task of welcoming the new incumbent crete 
to his office, and of presenting him to all my fellow members in form 
this issue of “THE CONTROLLER.” In doing so, I will proceed as 
I would if we were attending a gathering of THE INSTITUTE, Ai 
with Mr. Mitchell beside me on the rostrum ready to be intro- tion, 
duced as our guest speaker. Tl 

There is more truth than imagination in this idea. A man’s 
actions speak louder than words, so they say—and Mr. Mitchell 7 
was selected for this post because he has the vision of an even the | 
larger, broader, more dynamic role for THE INSTITUTE to per- ceive 
form. Once it is launched, his program will speak for itself. It — 
will carry far, and will be in the interest of all controllers and 
of all business—because it squares with the public interest as a ston} 
whole. be f 

After this post had been offered to him, and before he ac- _ 
cepted it finally, Mr. Mitchell made plain that he was not inter- P 
ested in merely continuing THE INsTITUTE along technical lines. M 
Pointing out that our organization is the only one embracing top cred 
financial management in practically every branch of American one | 
industry, he voiced his desire to make this latently powerful 
voice truly effective throughout the nation. wih 

Our new Managing Director, who will assume full duties on whic 
or about May 15, is superbly equipped to keep this promise. For to bi 
a period of eleven years, from 1935 until 1946, Mr. Mitchell =n 
was with Dun & Bradstreet, serving as Associate Editor of Dun’s | 
Review, as Director of Business Surveys, and as Assistant to the és 
President. Before joining that firm, he was Executive Secretary —th 
of the Furniture Code Authority under the NRA. He also saw has 
service as a business analyst with the Bureau of Foreign and Do- Walter Mitchell, Jr. ‘a 
mestic Commerce, and as a European correspondent with the Wall Street journal. Dur- ure 
ing World War II, Mr. Mitchell acted as part-time adviser to the OPA, and later as this 
economic adviser to Allied Force Headquarters at Algiers. 

Mr. Mitchell knows business associations, and has had wide experience solving their tt) 
problems. In fact, he has just written a book about trade associations. He also is the plete 
author of “Standard Ratios for Retailing,” which is widely used in the retail field. In at 
addition, he has written numerous articles and addressed many business organizations. def 

Asa member of the committee which was instrumental in bringing Mr. Mitchell to efit 
THE INstiTUTE, I take pleasure in presenting him. dg 

Gentlemen. Meet THE INSTITUTE’S new Managing Director! befo 

with 
Haase Is Asst. Managing Director subsequently, as Associate Editor of its monthly a 
magazine, “Credit and Financial Management. 3 

Paul Haase, Assistant Secretary of THE IN- He later became Director of Public Relations ning 
STITUTE since May, 1943, has been appointed and Promotion for that group, and served in H 
to the newly-created position of Assistant Man- that capacity for ten years. 1 
aging Director. He will continue as Managing A graduate of New York University, Mr. deve 
Editor of “THE CONTROLLER,” and will have Haase was a reporter on the New York done 
charge of The Institute’s publications program, ‘World,’ and on three New York State weekly 
in addition to his new administrative duties. In| newspapers. He is the author of numerous Inst 
connection with his service with the Controllers magazine articles on economic and_ business tute 
Institute, -Mr. Haase has been active in develop- trends. effor 
ing regional conferences and annual meetings, Recently, he was elected Treasurer of the 
as well as in furthering the activities of THE Public Relations Society of America. This is a 
INSTITUTE’S 36 local Controls. new national organization resulting from the V 

During the absence of Mr. Mitchell, who merger of the American Council on Public Re- 
will serve on a part-time basis for the next few _ lations and the National Association of Public to t 
months, Mr. Haase will be in charge of the na- Relations Counsel. Mr. Haase was Treasurer of bere 
tional office. the latter organization for the past three years, 

Before joining THE INSTITUTE, Mr. Haase prior to which he served for three years as a V 
was with the National Association of Credit national director. He is a past President of the hi 
Men, serving first as Managing Editor and, Conference on Association Publicity. Paul Haase im 
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Tribute to The Institute's Founder 








By Christian E. Jarchow 


President, Controllers Institute of America 


Almost seventeen years ago, a man sat down and dreamed 
on paper. The date he inscribed at the top of the sheet was 
September 14, 1931. The letter he wrote was the first con- 
crete proposal that a national organization of controllers be 
formed. The author was Mr. Arthur R. Tucker. 

At that moment, rather than on the date of incorpora- 
tion, the Controllers Institute of America was born. 

There are no vital statistics recording the births, life- 
spans and deaths of associations, but I am quite certain that 
the rate of infant mortality is high. Many ideas are con- 
ceived which lead to great movements, but far many more 
dwindle rapidly away. The parable of the seeds that fall on 
stony ground does not tell the whole story. The ground may 
be fertile—but the husbandry must be good if a healthy 
plant and wholesome fruit are to develop. 

Mr. Tucker has always been the first to disclaim full 
credit for the founding and nurturing of The Institute. At 
one Anniversary Celebration after another, he has paid trib- 
ute to the little band of men who, fired with the vision 
which he kindled, labored on through the Depression years 
to build the great and successful organization to which we 
belong today. 

Their contribution cannot be minimized, but one of them 
—the first President of The Institute, Mr. Frank J. Carr— 
has written into our archives an appraisal that should en- 
dure. On the Tenth Anniversary of The Institute, be paid 
this tribute to the Founder: 


"No review of the early days of The Institute could be com- 
plete without further tribute to Mr. Tucker. To him must go 
sole credit for the founding of The Institute and for the original 
definition of its objectives. His tireless effort has kept us moving 
constantly forward. He paid the cost of the preliminary moves 
before The Institute became an established fact. He worked 
without compensation during the first months while we were 
getting started, and for an inadequate reward for several years. 

“The Institute has been self-supporting from its very begin- 
ning. It could not have been so without his personal sacrifices. 
He has been alert to the new opportunities for service, and has 
developed our program on a constantly broadening scale. He has 
done more than keep pace with the growing demands of The 
Institute—he has always been a step ahead of them. The Insti- 
tute would not be what it is today but for his direction and his 
effort.” 


When he spoke those words, Mr. Carr was thinking back 
to the days when the membership of The Institute num- 
bered 30 men—and its treasury held $750. 

With this bare start, with no private income to sustain 
him, and without heed to the winds which were reducing 
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Arthur R. Tucker 


so much of our national economy to ruins, Arthur Tucker 
labored on. Founding one Control after another, inspiring 
worker after worker with enthusiasm for the project, plan- 
ning, writing, abjuring, he remained first among the arti- 
sans who transformed his dream into reality. 

The work that Mr. Tucker began when he penned his 
fateful letter will never be completed. The Institute—be- 
cause he planned and executed so surely—will keep on 
growing. There will always be new challenges, new oppor- 
tunities, to stimulate us further. But in the midst of our 
striving we will find renewed vision and added strength if 
we will look backward, now and then, to the beginnings of 
The Institute . . . to the original source of the dream. 

Fortunately, Mr. Tucker's retirement, which I announced 
to all the members on January 28, does not mean his with- 
drawal from our councils. He will be with us from time to 
time and will be available for consultation. Wherever he 
goes, and whatever he does, he carries with him the good 
wishes and the heartfelt respect of all Institute members. 
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Controllers Institute of America, 1947-1948 | 
President Jack L. BATCHLER Executive Committee 


CHRISTIAN E. JARCHOW 
International Harvester Company 
Chicago 


Chairman, Board of Directors 


JoHN H. MacDOoNALD 
National Broadcasting Company, Inc. 
New York City 


Vice Presidents 


HERBERT P. BUETOW 
Minnesota Mining & Manufacturing Company 
St. Paul, Minnesota 


Ww. HERBERT CARR 
California Packing Corporation 
San Francisco 


. WALTER H. DuPKA 
Jones & Laughlin Steel Corporation 
Pittsburgh 


LyMAN L. DYER 
Lone Star Gas Company 
Dallas 


H. F. HARRINGTON 
The Boatmen’s National Bank of St. Louis 
St. Louis 


CHARLES F, PENDLEBURY 
Veeder-Root, Inc. 
Hartford, Connecticut 


JOHN PUGSLEY 
Tennessee Coal, Iron and Railroad Company 
Birmingham, Alabama 


O. H. RITENOUR 
Washington Gas Light Company 
Washington, D. C. 


WILLIAM WIDMAYER 
Guaranty Trust Company of New York 
New York City 


Treasurer 


O. W. BREWER 
American Gas Association 
New York City 


Assistant Treasurer 


L. W. JAEGER 
Avon Allied Products, Inc. 
New York City 


Managing Director 


WALTER MITCHELL, JR. 
One East Forty-Second Street 
New York 17, N. Y. 


Assistant Managing Director 


PAUL HAASE 
One East Forty-Second Street 
New York 17, N. Y. 


Directors 


(In addition to the President, the Chairman 
of the Board, and the Vice Presidents.) 


LisLE W. ADKINS 

The Crosley Division 

Avco Manufacturing Corporation 
Cincinnati, Ohio 


EpwWIN E. BALLING, JR. 
Latchford-Marble Glass Company 
Los Angeles 


Kansas City Life Insurance Company 
Kansas City, Missouri 


HERMAN W. BOOZER 
Georgia Power Company 
Atlanta, Georgia 


ALDEN C. BRETT 
Hood Rubber Company 
Watertown, Massachusetts 


GEORGE I. BRIGDEN 
St. Joseph Lead Company 
New York City 


G. STUART BRUDER 
The Mengel Company 
Louisville, Kentucky 


THOMAS W. BRYANT 
The Cuneo Press, Inc. 
Chicago, Illinois 


ARCHER EDWARD CHURCH 
Weekly Publications, Inc., “Newsweek” 
New York City 


J. H. CLAwson 
Puget Sound Power & Light Company 
Seattle, Washington 


S. CHAPLIN Davis 
Baltimore Salesbook Company 
Baltimore, Maryland 


WALTER B. GEROULD 
A. G. Spalding & Brothers, Inc. 
Chicopee, Massachusetts 


Harry C. GRETZ 
American Telephone & Telegraph Company 
New York City 


NoEL E. KEELER 
Sylvania Electric Products, Inc. 
New York City 


J. R. MULVEY 
Humble Oil & Refining Company 
Houston, ‘Texas 


NorMAN R. OLLEY 
The R. T. French Company 
Rochester, New York 


WALTER C. OTTO 
Clinton Industries, Inc. 
Clinton, Iowa 


GEORGE R. RANKIN 
Artloom Corporation 
Philadelphia 


LAWRENCE G. REGNER 
Briggs & Stratton Corporation 
Milwaukee, Wisconsin 


Puitip W. Scott 
The Bryant Heater Company 
Cleveland, Ohio 


OTTMAR A. WALDOW 
Nationai Bank of Detroit 
Detroit 


JOHN A. WILLIAMS 
Niagara Hudson Power Company 
Syracuse, New York 


CHARLES F, PENDLEBURY, Chairman 
S. CHAPLIN Davis 

WALTER B. GEROULD 

GEORGE R. RANKIN 

WILLIAM WIDMAYER 


Chairmen of National Committees 
Admissions Committee 

ARTHUR SURKAMP 

United States Rubber Company 
New York 


Budget and Finance Committee 
Nok. E. KEELER 

Sylvania Electric Products, Inc. 
New York 


Committee on Consideration of Mutual 
Problems with the American Institute of 
Accountants 

DANIEL M. SHEEHAN 

Monsanto Chemical Company 

St. Louis 


Committee on Cooperation with the 
Securities and Exchange Commission 

FrED W. Woops 

Shell Union Oil Corporation 

New York 


Committee on Education 

Ross G. WALKER 

Harvard University, Graduate School of 
Business Administration, Boston 


Committee on Eligibility Standards 
Mark Z. MCGILL 

Collins & Aikman Corporation 
Philadelphia 


Committee on Ethics & Professional Standing 
EDWIN W. BuRBOTT 

A. B. Dick Company 

Chicago 


Committee on Federal Taxation 
Oscar N. LINDAHL 
Carnegie-Illinois Steel Corporation 
Pittsburgh 


Planning Committee 
Harry F. Jopp 
Dictaphone Corporation 
Bridgeport, Connecticut 


Publications Committee 
ARCHER E. CHURCH 
Weekly Publications, Inc. 
New York 


Social Security Committee 
RAYMOND A. PASCOE 
(Whiting Corporation, Harvey, Illinois) 


Committee on Technical Information and 
Research 

IRVING D. DAwEs 

Virginia-Carolina Chemical Corporation 

Richmond, Virginia 


The Institute’s Representatives on the 
Advisory Council on Federal Reports 

LisLE W. ADKINS 

The Crosley Division 

Avco Manufacturing Corporation 

Cincinnati 

EpwIn E. MCCONNELL 

Norton Company 

Worcester, Massachusetts 
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Pacific Coast Conference, Seattle, June 11-12 to 
Consider Controllership During Inflation 


With the theme ‘The Controller in the 
Inflation Spiral’ already selected, the 
General Committee for the 1948 Pacific 
Coast Conference of the Controllers Insti- 
tute of America has announced that the 
conference will be held this year under 
the sponsorship of the Seattle Control of 
The Institute, on June 11-12 in the Olym- 
pic Hotel, Seattle. 

R. P. Steen, Cashier of Seattle Trust & 
Savings Bank, and a past president as well 
as a charter member of the Seattle Con- 
trol, has accepted the general chairman- 
ship of the Conference. Serving with Mr. 
Steen on the general committee for the 
conference are R. B. Bush, American Mail 
Line, Ltd.; J. H. Clawson, Puget Sound 
Power & Light Co.; Dwight Orr, Weyer- 
haeuser Timber Co.; R. J. Huff, Puget 
Sound Bridge & Dredging Co.; W. R. 
Lommel, Weisfield & Goldberg, Inc.; 
H. E. Bowman, Boeing Aircraft Co. 

This year’s Pacific Coast Conference 
will be held in the Northwest area for the 
first time. The Conferences, which were 
inaugurated prior to the war years, have 
alternated since their beginning between 
San Francisco and Los Angeles with the 
most recent conference in June, 1947, be- 
ing held in San Francisco. 

Registration and reception of members 
and national Directors is scheduled to be- 
gin at 4:30 on Friday, June 11, in the 
Olympic Hotel, and an informal dinner 
and other diversions are planned for Fri- 
day night. The committees in charge of 


the Conference are stressing the desir- 
ability of Friday arrival, in order to obtain 
the maximum benefits of Conference at- 
tendance. 

Cooperating with the Seattle Control in 
staging this year’s conference are the Los 
Angeles, Portland, and San Francisco 
Controls. 

The Program Committee for the 1948 
Conference includes: 

Chairman: J. H. Clawson, Puget Sound 
Power & Light Co.; J. L. Johnson, Van 
Waters & Rogers, Inc.; Dwight Orr, Weyer- 
haeuser Timber Co.; Nelson Wahlstrom, 
University of Washington. 

It is expected that the regular meeting 
of the national Board of Directors of The 
Institute will be scheduled for Seattle to 
coincide with the meeting dates of the Pa- 
cific Coast Conference. 

Because of their expected attendance at 
the Pacific Coast Conference, in connec- 
tion with the meeting of the national 
Board of Directors, the Program Commit- 
tee is inviting both John H. MacDonald, 
Chairman of The Institute's Board of Di- 
rectors, and Christian E. Jarchow, Presi- 
dent of The Institute, to participate in the 
Conference program. 

Mr. MacDonald, who is Administrative 
Vice President of the National Broadcast- 
ing Co., New York, is being asked to ad- 
dress the session on Saturday morning, 
June 12, on “Current and Proposed Ac- 
tivities of the Controllers Institute of 
America.” A second speaker at this ses- 





ing and budgetary programs. 


ing work. 


letter only. 


New York Boston 





Management Controls Opportunity 


We plan to add to our professional staff an outstanding man with 
a strong industrial accounting background. His work with clients 
will include developing operating and control reports, cost account- 


The steady growth in our practice makes this an attractive oppor- 
tunity for a man with a permanent interest in management consult- 


He should be between 35 and 40 years of age, have a good appear- 
ance and personality, and possess a high degree of imagination and 
analytical ability. Experience and demonstrated ability in dealing 
with top executives essential. Must have a college or engineering de- 
gree—graduate study desirable. Location—our New York Office. 
Compensation—-salary and share in profits. 

Reply, in strict confidence, to 60 East 42nd Street, New York, by 


McKINSEY & COMPANY 


Management Consultants 


Chicago San Francisco 
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sion will be announced shortly. The 
Chairman of the Saturday morning session 
will be William Herbert Carr, Treasurer 
of California Packing Corp., San Fran- 
cisco. Mr. Carr is The Institute’s Vice 
President for the Pacific Coast Region. 

The luncheon on Saturday is expected 
to feature an address by Mr. Jarchow, 
who is Vice President and Comptroller of 
International Harvester Co. 

The Saturday afternoon session of the 
Conference will feature speakers spon- 
sored by the Los Angeles and Portland 
Controls, and Mr. E. E. Balling, Jr., Na- 
tional Director of The Institute and Con- 
troller of Latchford-Marble Glass Co., 
Los Angeles is being invited to serve as 
chairman of the session. 

The Conference will close with a din- 
ner in the Olympic Hotel which will fol- 
low a social hour during the latter part of 
the afternoon. Detailed announcement te- 
garding the program for the Conference 
dinner will be made shortly. : 

In addition to the committees previ- 
ously mentioned, the following commit- 
tees are likewise actively engaged in the 
various phases of pre-Conference plan- 
ning. 

Finance Committee—Chairman: R. J. Huff, 
Puget Sound Bridge & Dredging Co.; C. H. 
Gordon, Seattle-First National Bank; F. N. 
Killien, National Steel Construction Co. 


Hotel and Arrangements Committee— 
Chairman: H. E. Bowman, Boeing Aircraft 
Co.; R. T. Mowry, Lake Washington Ship- 
yards; V. H. Mitchell, Sunset Electric Co. 


Entertainment Committee—Chairman: R. 
B. Bush, American Mail Line, Ltd.; S. P. 
Jones, Northwestern Glass Co.; D. D. 
Bower, General Insurance Company of 
America; Arvid M. Ahlskog, Evergreen 
Theatres Corp. 

Publicity & Registration Committee— 
Chairman: W. R. Lommel, Weisfield & 
Goldberg, Inc.; N. E. Boyce, Safeway Stores, 
Inc.; Howard Kroehl, Seattle Gas Co. 


“Talking It Over” Pays 

Periodically an Indiana manufacturer 
assembles his 2,500 workers for a man-to- 
man talk about the facts of life of his 
company and the nation’s economy. Since 
he began, plant losses due to workers’ er- 
rors have dropped 25 per cent., produc- 
tivity has increased between 10 and 20 
per cent. 

Polled informally both before and after 
the boss had explained the truth about the 
Taft-Hartley labor relations law, the em- 
ployees preponderantly said the explana- 
tion led them to favor the new act. 

* x 

“Management and labor share with the 
statesmen we elect to office the responsi- 
bility for our future.” —Pres. James B. 
Conant of Harvard. 
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Acme Visible Records, Inc. 










... the foundation of sound judgment 


When coordinated—through an Acme Visible Record 
System —facts become the data that enable executive 
management to make prompt decision and take timely 
action. Acme systems also cut record keeping time— 
effecting substantial savings in clerical labor. Have an 


Acme representative analyze your record requirements. 
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ACME VISIBLE RECORDS, INC. 


122 SOUTH MICHIGAN AVENUE + CHICAGO 3, ILLINOIS 


Representatives in Principal Cities 








On Basing Depreciation on Replacement Costs 


I have read with much interest the re- 
cent flood of material on ‘‘realistic depre- 
ciation,” all apparently pointed to the 
idea that in stating costs and profits, de- 
preciation should be based on replacement 
costs (estimated) rather than actual costs. 
Some of this writing, and speaking, has 
been by persons who obviously are not ac- 
counting trained and are not quite sure of 
what they are talking about. To me, it 
seems important that we got back to a few 
basic principles of accounting before the 
situation gets out of hand. Specifically: 


1. Depreciation is not, and never has 
been, set up for the purpose of providing 
a fund for the ultimate replacement of an 
asset. Depreciation, being very similar to 
a deferred charge, merely pro-rates the ac- 
tual cost of the asset over its expected use- 
ful life. 

2. What replacement cost will be, if 
and when the asset is replaced, is more 
highly speculative and indeterminable— 
far more so—than is the estimated useful 
life of an asset. When and if replacement 
is made, it may just as likely be at half the 
cost of the original as to be at twice the 
cost. | have heard that “new plateau” stuff 
before. 

3. Any particular asset may or may not 
ever be replaced. Technological advances, 
changes in process, etc., are still going on. 


Some comments on the foregoing items 
follow: 
1. If accountants do not stand solidly 


FREE to 


ACCOUNTANTS 


If you are interested in the 
C.P.A. examinations, the two 
free booklets illustrated above 
will be of practical and in- 
formative value to you. 
“C.P.A. Examinations and 









How to Prepare for Them’’ is 
a handy 80-page summary pre- 
pared by the LaSalle Higher Ac- 
countancy Staff, which covers, in 
five parts, “‘Accounting Degrees 
and the Profession’—‘‘How to 
Prepare in Special Subjects’— 
“Important General Suggestions” 
; —‘“How to Take the Examina- 

tion’”’—and ‘‘C.P.A. Laws and 
Regulations.’ These headings clearly indicate the 
booklet’s scope and usefulness. 

“Requirements for the C.P.A. Examinations and 
the Practice of Public Accounting”’ is a compact 32- 
page companion booklet, pocket-size, recommended 
for its thorough summarizing of qualification re- 
quirements in any part of the U. S. and Canada. 

Upon request, these booklets will be sent to you 
without cost or obligation—together with complete 
information about LaSalle’s Accountancy and C.P.A. 
Training. Mail the coupon today! 


LA SALLE EXTENSION UNIVERSITY 
A Corr d Instituti 
417 S. Dearborn St. Dept. H-642 Chicago 5, lll. 


Send me, without obligation, the two free booklets shown, 
together with full information about your Accountancy and 
. P. A. Training. 
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City, Zone & State ......-.... 


By T. G. Councilor 


on this principle, I do not know on what 
other they will. If I pay $6,000 for three 
years of insurance coverage, my cost per 
year for such insurance is $2,000. Even if 
I £now—not just guess—that the rate for 
the same insurance for the ensuing three 
years is going to be $12,000, or $4,000 a 
year, it still does not change the basic fact 
that for the current year it is costing me 
only $2,000. If I say it is costing me any 
more, I am not telling the truth and no 
amount of high-spun theory can make it 
the truth. 

If I spend $2,000 for a taxicab which 
will operate 200,000 miles, my cost per 
mile for the cab is 1 cent, (assuming no 
salvage) and this figure stands regardless 
of whether after the 200,000 miles it costs 
me $1,500 or $3,000 to replace the cab. 
Suppose, indeed, that I have received the 
cab as an outright gift from my favorite 
father-in-law ? 

Obviously, what the exponents of “‘re- 
alistic depreciation” are attempting to do 
is to provide for anticipated increased fu- 
ture costs out of current income. They are 
not current costs and they have no busi: 
ness in the current income statement; cer- 
tainly not under the guise of depreciation. 

2. Item 2 listed above is too obvious 
for comment. Come to think of it, so is 
item 3. 

Although having expressed the forego- 
ing thoughts very bluntly, I am not un- 
mindful of the fear which the advocates 
of “realistic depreciation” have nor am I 
unsympathic toward their objective. Cer- 
tainly, if there is any possibility of obtain- 
ing tax relief to meet what is a very real 
economic problem it should be supported, 
but it should be supported on some sound 
basis. 

There are only two things in all this 
furore that have made me weary and a bit 
irked. First, that they should try to distort 
depreciation into something that it is not, 
twisting it into non-recognizable form. 


Second, that they should try to condemn 
“orthodox accounting methods” and make 
accountants the “whipping boy” for a 
condition which properly lies exclusively 
under the control of Management. By 
“Management” I refer specifically to the 
President, or other officer performing 
equivalent functions in the circumstances, 
and the Board of Directors. 

It might just as well be understood 
once and for all that a cost cannot be cre- 
ated by mere dictum. If Management, 
fearing the effect of deflated dollars in the 
income account, wishes to be conservative, 
let Management issue an instruction to 
make a provision of some form and 
amount and let Management state whether 
such provision is to be represented by an 
appropriation of income or a mere appro- 
priation of surplus. Here it would be in- 
telligent to ask for recommendations from 
the controller. An aggressive controller 
might even initiate the move. 

If Management will do its part, there 
need be no fear as to the adequacy of “‘or- 
thodox accounting methods”’ to reflect the 
desired result. In so doing, however, no 
good accountant should, nor should be 
asked to, camouflage the charge as phoney 
depreciation. Setting up of a reserve for 
anticipated higher replacement costs of 
fixed assets would be entirely proper. In 
the interest of dear old conservatism, this 
might even be charged against profits if 
clearly labeled as a separate item. All 
God’s chilluns love conservatism, at least 
when the income statement will stand it 
and not look too bad. (Incidentally, I 
can’t conceive of anybody advocating a te- 
verse of the procedure in the case of fall- 
ing prices.) 

I have been moved to express these 
thoughts to you because of the very excel- 
lent article written by H. T. McAnly and 
my highly-esteemed friend, William T. 
Sunley, appearing in the October, 1947 
issue of your magazine. It is by far the 
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Figuring and Proving Payrolls 


Compiling Statistical Data 


Adding Quarterly Earnings Statements 





ENERAL CALCULATING SERVICE 


TWO BROADWAY, NEW YORK, N. Y. + Whitehall 4-6874—Digby 8-4376 


Computing Bank Interest and Analysis 
Ledgers Checked and Balanced 

Extending and Checking Inventories 

Figuring and Checking Invoices 


Calculating Retroactive Pay 


Our staff of calcu- 
lating machine op- 
erators is available, 
day or evening, 
either at your of- 
fices or ours. 
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HOW FAR AWAY IS 
YOUR “BREAK-EVEN” POINT? 
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Sales are up, sure. But, in most cases, costs are 
up even more. In fact, so heavy is the burden 
of operating overhead today that a slight 
slump in sales might find many firms at the 
“break-even” point—if not below it. 


That’s why alert management men are 
demanding as never before facts, facts and 
more facts—complete, up-to-the-minute infor- 
mation on which to base sound decisions and 
plan successful strategy. And that’s one 


WHEREVER THERE’S BUSINESS THERE'S ih 
Burroughs 





important reason for stepping up the mecha- 
nized efficiency of your office and accounting 
procedures. When you replace obsolete equip- 
ment with modern Burroughs machines and 
methods, you get today’s facts today. And your 
people do their work in less time, with less 
effort, at less cost. 

Why not talk it over with your local Burroughs 
representative? Burroughs Adding Machine 
Company, Detroit 32, Michigan. 






Burroughs 





THE MARK OF SUPERIORITY 
IN MODERN BUSINESS MACHINES 
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In name only... 


\/o O The object pictured above is Art, 
abstract division. It is called a “mobile” 
which rhymes with feel, or heel. 


V/OV/ The daffy doohickeys hung on it 
rotate, revolve, turn and flutter. Reminds 
you of some people you see in offices— who 
go through the motions, get nowhere! 


© 0 O\ Making motionsmake moresense, 
reducing routines, eliminating the single 
purpose operations, planning a task for 
multi-function service ...has been our 
business for two decades. 


@, V\/O Given proper means and 
methods, the typical office worker 
finds it easy to be more efficient, 
does more in less time 

... at a saving in 
payroll costs and 
in elapsed time... 
to get the most 
serviceable results. 
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O\ / © Transcription and copying can be 
cut; records be made more comprehensive, 
useful and accessible, with Keysort, a 
McBee original. 


OW/ The Keysort card is designed to 
your needs, can contain little or much 
information for one or several purposes 
or departments ...may be rapidly sorted 
by classification or various combinations 
of classifications to select specific items 
or provide summaries. 


[0 9 O Keysort delivers answers quickly, 
saves time... is easy to use, and is used 
in thousands of firms . . . for anything 
from simple distributions to the most 
comprehensive analyses. 


0 OV/ If you suspect your office might 
be more efficient, a talk with a McBee 
man may be helpful. Refer to the nearest 
office, or write directly to New York. 


Mea THE McBEE COMPANY 
SOLE MANUFACTURERS OF KEYSORT 
295 Madison Avenue, New York 17, N. Y. 


Offices in principal cities 


most sensible thing which I have read on 
the subject, obviously, because the authors 
know very well what they are talking 
about, but even this fine piece of work an- 
noyed me the least little bit because of its 
highly theoretical theme and because of 
the authors’ buck-passing with respect to 
whether the adjustment should or should 
not appear in the determination of profits 
and, if so, exactly how. Please ask Messrs, 
McAnly and Sunley to reserve this theory 
for accounting seminars and interesting 
fodder for accountants who have time to 
dream. If they ever attempt to place it in 
actual use in practical accounting, I am 
not going to like them one little bit. 


Since writing the foregoing (in Octo- 
ber, 1947), considerable more on this 
subject has appeared in print. I still think 
it’s a case of much ado about nothing. 
The accounting profession should not 
give an inch on this matter and should not 
adopt an apologetic attitude toward it. 
There simply is no accounting problem as 
such involved. It is purely an economic 
problem. 

In the interest of clarification in pub- 
‘lished statements consideration might be 
given to the use of some such explanatory 
phraseology as: 


Fixed Assets at Actual Cost $ XXX 


Less: Reserve for depreciation (this 
represents the part of actual cost 
of fixed assets which has been 


charged against past operations). XXX 


Net book value (this represents the 
part of actual cost of fixed assets 
which remains to be charged 


against future operations). $ XXX 


At any rate it is worth thinking about. 
* * * 


It is work, and not theories of social 
responsibility, which is basic to the suc- 
cess of all of us. Programs which merely 
drain off the accumulated savings of 
earlier and more vigorous times without 
paying their way serve only to sap our 
country’s strength. The real objective is 
to keep adding to the capital of mankind 
by increasing production and distribu- 
tion. 

—HeEnry Foro II 


TOP JOBS 


General Manager, Paper Mfg...40,000 


20,000 
Controller—Heavy Industry. ..12,000 
Director of Purchases 
Budget Director 


H. Marvin Castle, Pres. 
CASTLE & ASSOCIATES, INC. 
220 So. State St., Chicago 4 
TEL. HARrison 9800 
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IN DEPARTMENT STORES.. 


Yes, businesses of every typeare reporting 
savings in this range after mechanizing 
their accounting with National Account- 
ing Machines. These savings often paid 
for the whole installation the first year— 
and then ran on indefinitely! Some of 


these concerns were large, but others em- 
ployed only 50 or less. Could you cut 
costs correspondingly? Let your local 
National representative check your set- 
up, and report to you specifically. No 
cost or obligation of any kind. 


THE NATIONAL CASH REGISTER COMPANY, DAYTON 9, OHIO 


Ciaional 


CASH REGISTERS > ADDING MACHINES 
ACCOUNTING MACHINES 
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Expenses and Profits of Limited Price Variety 
Stores in 1946: Chains and Independents 


Variety chains, in common with many 
types of retail enterprise, reported tremen- 
dous increases in dollar sales volume in 
1946 as compared with 1945. For 37 
firms reporting dollar sales for both years, 
the aggregate volume climbed 15.86 per 
cent. The jump in sales per store, typi- 
cally 17 per cent., exceeded any average 
year-to-year increase recorded since 1924. 

The volume expansion differed among 
merchandise lines broadly classified. At 
one end of the scale, dollar sales of elec- 
trical appliances rose to about 90 per 
cent., while at the other end, sales of 
stationery averaged only 1 per cent. higher 
in 1946 than in 1945. 

Total dollar expense per store was the 
highest for the 17 years for which the 
study has been conducted. Between 1945 
and 1946 dollar expense per store rose 
nearly 14 per cent. but sales per store 
showed the even greater increase of 17 
per cent. Hence total expense as a per- 
centage of sales declined to the lowest 
level on record, 26.6 per cent. of net 
sales. Among the several components of 
operating expense, salaries and wages in- 
creased 20 per cent. in dollars in 1946, 
while tenancy and related costs rose only 
about 3 per cent. 

The level of gross margin for all re- 
porting chains was 36.7 per cent., slightly 
below the typical figure of 36.95 per 
cent. for 1945. Since total expense aver- 
aged 26.6 per cent., the net operating 
profit for all reporting firms amounted 
to 10.11 per cent. of sales in 1946. Net 
gain, after the addition of sundry revenue 
and interest credits, averaged 11.87 per 
cent. Income taxes required 4.61 per 
cent. of sales, leaving over 7 per cent. 


of sales, or almost 20 per cent. of the- 


average net worth, as final earnings. 

An analysis used for the first time in 
this bulletin revealed that inward freight, 
express, and truckage costs varied mark- 
edly with the location of the stores served. 
These costs were lowest in the North East 
and highest in the South West and on the 





Controller Wanted 


The Kendall Company, 
manufacturers of surgical 
dressings, miscellaneous tex- 
tiles and allied products, is 
seeking a man of proven ability 
to assume full controllership 
responsibilities. 

Reply BY LETTER ONLY 
to P. O. Box 306, Walpole, 
Massachusetts. 











Pacific Coast. The averages for the geo- 
gtaphical groups ranged from 1.7 per 
cent. of landed costs, or 1.25 per cent. 
of net sales, to more than 4 per cent. 
of landed costs, or over 3 per cent. of 
net sales. 

Information on methods of compensat- 
ing store managers reported by 19 chains 
disclosed that 17 paid their managers 
salaries plus commissions or bonuses based 
on store earnings after allocation of over- 
head expense to the stores. The average 
amount paid to managers varied from 
less than $3,000 for stores with sales of 
$30,000 to $75,000 to more than $27,000 
for stores with sales of $2 million or 
more. Percentagewise, however, the aver- 
age payments were progressively lower 
from size group to size group, varying 
from about 5 per cent. for the smallest 
stores to less than 1 per cent. for the 
largest. 


INDEPENDENT VARIETY STORES 


Sixty-two independent variety stores 
submitting data for 1946 reported dollar 
sales slightly more than 16 per cent. 
above their 1945 volume. With typical 
sales per store somewhat in excess of 
$60,000 per year, these firms attained 
gross margins of 31 per cent. to 32 per 
cent. of sales, incurred expense of 25 
per cent. to 2514 per cent. of sales, and 
earned net operating profits of between 
6 per cent. and 7 per cent. of sales. Total 
earnings before taxes averaged nearly 8 
per cent. of sales, or roughly 30 per 
cent. of net worth. Since 95 per cent. of 
the firms were proprietorship or partner- 
ships, no data on income taxes could be 
prepared. 

The most important operating costs 
were those incurred for salaries and 
wages, which accounted for over half the 
total expense. Salaries and wage expense, 
including charges for services of proprie- 
tors and partners, averaged about 14 per 
cent. or 15 per cent. of net sales, with 
between one-fourth and one-third of this 
total going to executives. 

Stores with sales of less than $50,000 
in 1946 typically had an average inven- 
tory investment of $7,300 and net worth 
of $10,900. Firms with sales of $50,000 
to $80,000 had inventory averaging $11,- 
700 and net worth of $17,200. For stores 
with sales of 80,000 to 250,000, the cor- 
responding figures were 20,600 and $28,- 
300. 

Owners’ salaries plus net gain before 
taxes amounted in 1946 to $5,000, 
$8,000, and $13,700, respectively, for 
stores with sales of less than $50,000, 
$50,000 to $80,000, and $80,000 to 
$250,000. 


The foregoing abstract was prepared 
by the Division of Research of the Har- 
vard Business School for Bulletin No. 
127, published by Harvard Business 
School, Division of Research, Soldiers 
Field, Boston 63, Massachusetts, 1947, 
$2.00. 

This bulletin, written by Professor 
Elizabeth A. Burnham, presents the six- 
teenth annual report of margins, ex- 
penses, and profits of limited price va- 
riety chains and the fourth annual report 
on similar operating statistics for inde- 
pendent variety stores. As in previous 
years, the availability of reports from a 
substantial number of identical concerns 
running back over a long period of years 
affords a basis for appraising trends. 
Analysis of these trends reveals the con- 
tinuation of war-generated inflationary 
tendencies which lifted sales volume to a 
new peak in 1946 and brought the ex- 
pense ratio down to the lowest level since 
1929, 

Detailed averages for chains in 1946 
are presented for all 40 reporting firms 
and for these organizations grouped ac- 
cording to various measures of size. The 
report for independent variety stores is 
based on operating statements for 62 
firms, a substantially larger number of 
statements than has been available for 
earlier years. 


Fire Protected Cycle 
Billing File 

A new cycle billing file, reported to be 
the first especially designed for fire pro- 
tection of one of the major assets of a de- 
partment store—accounts receivable—was 
displayed by ‘The Mosler Safe Company 
and Craig Cycle Billing Files at the Na- 
tional Retail Dry Goods Association con- 
vention, in January, at the Hotel Pennsyl- 
vania, New York City. 

Cycle billing has gained a wide accept- 
ance in retail stores during the past few 
years because of its efficiency and economy 
in time, space and labor. Equipment in 
use, however, does not have fire safety fea- 
tures incorporated in it. Many executives 
responsible for the safekeeping of the ac- 
counts receivable of their companies have 
expressed the necessity for such protec- 
tion. To meet this need, Craig Cycle Bill- 
ing Files joined forces with the Mosler 
Safe Company, and jointly developed the 
Mosler-Craig Fire Protected Cycle Billing 
File. Distribution will be made through 
Craig offices in New York City and San 
Francisco. 

The file carries the unqualified ‘‘B’’ fire 
label of the Underwriters’ Laboratories, 
Inc., including the 30-foot drop or impact 
test. It combines the unique operating efh- 
ciency of the present cycle billing file 
with constant fire protection at the point 
of use, and through a “‘slide-in’” door oc- 
cupies a minimum of floor space. The 
equipment, it is said, will reduce the cost 
of insurance on accounts receivable. 
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i brand duplicator and supplies brand stencils for help. 3. Form-topped Mimeograph brand 
2 helped solve complex labeling prob- And they got help—plus important sav- stencil sheets for accurate positioning 
; . ings in paper-work preparation, time and of customer’s order data right on the 
is lems for leading paper manufacturer sleet prey my stand? a 
| labor running to thousands of dollars finished label. Stencil can be filed and 
d How do you want your paper? annually. used again. 
* Parchment ... waxed... bond... The flow chart above shows the recom- 1. Plenty of copies of each label 
a high-grade special wrappings . . . grease- mendations of our duplicating experts whether customer’s order calls for 
proof and household specialty papers— and the solutions to KVP problems. And tens or hundreds of packages. (KVP 
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5 by rolls or by, comtemer-epecitind cut age conditions. cating experts are securing for leading 
: sizes and quantities—KVP had a com- 2. Centralized preparation of companies everywhere. Call the dis- 
; plex labeling problem. labels from master stencil. Gummed tributor nearest you, or write us for full 
- They turned tothe Mimeograph brand label stock is automatically fed by information on how we can work with you. 
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POSITIONS WANTED 











Senior Accountant and Auditor 
IAS graduate. Age 36. Married. One year 
with a corporation, three years in municipal, 
three years in public accounting. At present as- 
sociated with a CPA firm. Desires position 
with a Midwest firm or corporation. Address: 
Box 776, “The Controller,” One East Forty- 

Second Street, New York 17, New York. 


Assistant in Finance, Taxes, Accounting 

Nine years experience in commercial, indus- 
trial companies: petroleum, textiles, manufac- 
turing, construction; developed, analyzed and 
interpreted costs, systems procedures, inven- 
tory accounting; also eight years in public ac- 
counting. Degree of Bachelor of Business Ad- 
ministration,. age thirty-five, married and one 
child. Address: Box 778, “The Controller,” 
One East Forty-Second Street, New York 17, 
New York. 


Management Executive 

Executive with successful background in f- 
nance and business management seeks suit- 
able connection with opportunity to utilize 
his talents and experience. Assignments in- 
clude contacts with top-flight executives; pur- 
chase and operation of subsidiary companies; 
bank relations; insurance; credits and collec- 
tions; taxes; personnel; formation of com- 
pany policies. Also experienced corporation 
lawyer. Able administrator, capable of assum- 
ing major responsibilities. Age 41. Married. 
Address, Box 781, “The Controller,’’ One East 
Forty-Second Street, New York 17, New 
York. 





GOOD ACCOUNTANTS 
(Continued from page 126) 











planning is called for to build up a pro- 
gram which will meet the objectives 
which are set up. 

However difficult it may be the training 
responsibility must be recognized and 
faced squarely. In the competitive days 
ahead the effectiveness of a training pro- 
gram could be the margin by which an 
organization succeeds or fails. Certainly 
continuing success will depend on build- 
ing a continuing organization in which 
there are well-trained individuals on every 


job and well-trained individuals ready to 


take over new responsibilities as present 
incumbents are lost through retirement or 
death. 

If your organization is weaker than you 
would wish, the chances are that at least 
part of your answer can be found in your 
organization planning and development 
activities. If you are not providing either 
the extent or quality of accounting service 
which is called for under present condi- 
tions the chances are that you have failed 
somewhere in your training program. A 
review of your training activities may be 
in order’ 


“There is no earthly reason to believe 
that our economy cannot be improved by 
all the understanding and careful judg- 
ment that good citizens can devote to it.” 
—Pres. Morris Sayre, NAM. 





The Controller, March, 1948 155 


—_=== 


—————_! 









se emMPLOYER 

pa ’ ADDRESS ——— 
it as- ee 
sition ————— 
ress: SS. 


‘orty- 





s 
“+ rf 
simi tle 


gp | ett Chea — ltt” CE 
idus- 
ufac- 

and 
ven- 
5 ace 


one 
ler,” 
17, 






WAGES AND 
Hours 
na 2.8. ACCT wo, SOCIAL secuniry 


OCCUPATION Beating a 







MRS. PULL TIME Werx 






ast 
lew 



























rO- 

(nn eal 

ng 

nd 

ys 

wil The well-planned variety of NATIONAL Pay-Roll, 

iy Social-Security, Withholding-tax, Time and Summary 

d- Sheets . .. loose leaf and visible . . . helps to take the 

ch headaches out of paydays ... enables you to choose 

ty just the right form for every pay-roll requirement. 

to Expertly designed . . . well ruled and printed... 

: accurately trimmed and punched... they are a most 
welcome part of the well-rounded NATIONAL line 

u of loose-leaf sheets and forms for every accounting 

st need. 

if “RYE - EASE” Also bound books... for Pay-Roll, Time and Social- 

; paper, of course. Security records. 

: With its = chars Ask your stationer to show you the various 

j and green ruling, it's NATIONAL items for making pay-roll handling 

" so easy on the eyes. easier. 

. Exclusively 

L NATIONAL! 





a Sie 











156 


The Controller, March, 1948 








Reviews of Recent Publications 








World Trace in Perspective 


REBUILDING THE WORLD ECON- 
OMY. By Norman S. Buchanan and 
Freidrich A. Lutz. Published by Twen- 
tieth Century Fund, New York. $3.50. 
Whether one should be more concerned 

with our own economy and its future, or 

with rebuilding the world economy is a 

matter for each individual to decide for 

himself. 

The Trustees of the Twentieth Century 
Fund believed so sincerely that the for- 
eign economic policies of the United 
States were so important right now, that 
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they underwrote and authorized a com- 
plete study of the problem. 

The result is a comprehensive text book 
in which a great quantity of material is 
presented in well-ordered and interesting 
fashion. 

The rise of commerce as a world ac- 
tivity is traced from the Biblical Days of 
frankincense and myrrh to the elaborate 
multilateral trading world of 1900. This 
complicated system of multilateral trade 
existed between 200 countries. It was so 
arranged that balances were ‘‘carried for- 
ward” from two countries to third, 
fourth, and fifth countries. To a large ex- 
tent this system of offsetting and balanc- 
ing centered in the London money mar- 
ket. 

The great development of multilateral 
trade had its major strength in a few ele- 
ments. 


1. A common ideology had existed for 
thirty years preceding 1914, built on the eco- 
nomic teachings of Smith, Ricardo, Bentham, 
James Mill, John Stuart Mill, and others. 

2. A rapidly growing population, which 
absorbed changing national conditions. 

3. Migration, which brought knowledge 
of old markets to the new world. 

4. A century of comparatively unbroken 
peace. 

5. Prices were flexible. 

6. The state did not interfere. 

7. Resources were mobile. 

8. The world was on an international gold 
standard. 


Since 1900, world trade has been dealt 
three severe blows. The first was World 
War I. The second was the Great Depres- 
sion. The third was World War II. Each 
took a heavy toll and there was not time 
to recover from one before the next 
struck. In 1939, when the German armies 
marched into Poland, there was no longer 
anything resembling the nicely balanced 
world economy of 1914. 

The present international economic 
problem is to build a new institutional 
framework within which the .world’s re- 
sources can again be used for the produc- 
tion of goods and services for the benefit 
of mankind. 

The problem is difficult because of lack 
of confidence in the future. The old ide- 
ology no longer exists. There is doubt 
about the efficiency of the system of free 
enterprise throughout the world. Eng- 
land’s position as leader in world trade is 
not being taken over fully by the United 
States. Neither is our position secure as a 
leader in finance and economic manage- 
ment. Foreign nations do not trust our 
ability to run our own economy on an 
even keel. We are referred to as a “boom 
or bust’’ nation, and many nations are re- 
luctant to tie their economic future to our 
history of failure to maintain economic se- 


curity, high levels of employment, pa- 
tience in financial matters, and under. 
standing of the foreign problem. 

Today the chief concern of a national 
economic policy, say the authors, is to 
achieve full employment. Every act is 
based on what may happen to employ- 
ment. The Great Depression burned into 
the thinking of the world, and has made 
full employment paramount in all eco. 
nomic planning. 

A good world trade system presupposes 
a near equilibrium in the balance of pay- 
ments between nations. In the past, the 
methods used to achieve equilibrium were 
changes in domestic prices and income, 
foreign exchange control, and adjustment 
of exchange rates. 

The present situation has presented 
some new monetary problems, which the 
Bretton Woods Fund Agreement tries to 
settle. The Bretton Woods system is a hy- 
brid one favoring stable exchange tates 
without excluding currency devaluation. It 
favors a multilateral trading system with- 
out excluding foreign exchange control; it 
retains gold as part of the international 
currency without giving gold the role it 
had under the gold standard. It is an at- 
tempt to avoid the monetary confusion of 
the 1930's. Its long range success depends 
on our providing a large supply of dollars 
through larger imports, avoiding a major 
world depression, and upon the men in 
charge. 


NEw VIEWS ON LOANS 


New ideas have come into foreign 
loans as a result of World Wars and the 
Great Depression. These are caused by 
the disappearance of the common ide- 
ology and the responsibility that govern- 
ments now shoulder in economic policy. 
Foreign loans are now considered to ex- 
pand American exports, to raise living 
standards in low income areas, to reduce 
ups and downs of business cycles in the 
United States, to offset savings, and to 
stabilize employment. 

The new type of lending will be prin- 
cipally government lending rather than 
private lending. The sums loaned by the 
United States will probably be very high. 
The chief source of international loans at 
present is the American Export-Import 
Bank. The bank’s capital of $1 billion 1s 
subscribed by the United States. It can 
borrow $2.5 billion from the Secretary of 
the Treasury. 

The International Bank for Reconstruc- 
tion and Development was established in 
1945. Its total capital is $9.1 million, of 
which $3,175 million is to be subscribed 
by the United States. 

There are great problems to be faced in 
our loans. There must be willingness and 
ability of the American economy to ab- 
sorb imports for debt service and amor- 
tization. In this, our history is not good. 
We loaned heavily abroad in 1920-1930, 
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Zorn Contreller 


CORPORATE REORGANIZATIONS 

















-—-Their Federal Tax Status 


By Robert S. Holzman, Tax Administrator, Schenley Distillers Corporation 


F gwen treatment of reorganizations which under present tax laws might be a desirable move 
for any company, of any size—when, for instance, economic events, changes in technology, legis- 
lation and judicial decisions have created adverse effects or indicated more favorable possibilities. 
It is the first complete study of the subject to be written in more than a decade and fills the needs of 
business executives, lawyers and all others concerned with taxes who are interested in ways in which 
statutory reorganization may help solve many of today’s corporate problems. 

The purpose of this book is to furnish an understandable and workable clarification of the reor- 
ganization section of the law so that the user may know how it could serve him to advantage. It shows 


what a reorganization is under present theory and practice; what the courts will sanction and what 
they will not; and what the taxpayer must do before and after reorganization. 
CONTENTS: Introduction to the Problem and Theory, Definitions and Divisions of Reorganizations. History of the Reorganization 
Concept. Special Categories. Complete Liquidation of Subsidiaries. Other Distributions in Liquidation. Recapitalizations. Involuntary 
Reorganizations. Basis. Forms vs Substance. Formalities in Reorganization. Recent Developments. Bibliography. Cases Cited. Index 


to Law, Regulations and Rulings. 
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ANNUAL REPORTS 
TO STOCKHOLDERS 


—Their Preparation and Interpretation 
By N. Loyall McLaren, Partner, McLaren, 
Goode & Co. 


N invaluable guide to accepted standards for the writing 
A of stockholders’ annual reports—and a challenge to im- 
proved procedures. Readers of reports 
will find the book equally helpful in 
the understanding of the implication 
of facts and figures. Writing from an 
unusually practical background of ex- 
perience on both sides of the subject, 
the author has undertaken to consider 
the contributing components of these 
annual statements from cover to cover. 
The book critically analyzes the fac- 
tors of annual reports to bring out 
features of form, arrangement and 
text and to show their growing influ- 
ence as a medium for telling the story of competitive capital- 
ism. 

The basis of this study is a group of stockholders’ reports 
selected to illustrate various noteworthy techniques; some 
commendable others deficient. 

CONTENTS: Historical Development. The Accounting Profes- 
sion. Accounting Fundamentals. Double-Entry Bookkeeping. Bal- 
ance Sheets. Assets; Liabilities. Reserves. Capital Stock and Stock- 
holders’ Equity. Surplus. Dividends. Income Statement. Inven- 
tories. Depreciation and Amortization. Income Taxes and Income 
Normalizing. Railroads and Public Utilities. Wasting Assets. Con- 
solidated Statements. Auditor’s Certificate or Opinion. Format and 
Arrangement. Report Texts. Financial Statement. Analysis. Func- 
tions of the Board of Directors. Reporting Standards. Glossary of 
Accounting Terms. 364 Pp.....$5.00 
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ACCOUNTANTS’ WRITING 


By John Mantle Clapp 


H ERE is a guide to effective reporting for the financial man 
who is under constant call for information on technical 
matters. Designed for professional accountants, it offers in- 
valuable help in practical writing of reports to bring detailed 
information within the grasp of the layman’s understanding. 
In this book the author shows the skill to state facts and 
thoughts simply can be developed—how to use fundamentals 
of rhetoric to produce specific results desired in a given case. 
Among the many useful features of this volume are the 
examples from actual letters, memorandums, and _ reports 
submitted by representative accounting firms. They show the 
merits and defects of current interpretations of technical 
data and how busy men, other than professional writers, are 
meeting today’s requirements. 
CONTENTS: Accountants and Utilitarian Writing. Measuring 
Writing Objectively. Words. Clauses. Sentences. Paragraphs. Uti- 
lizing Your Ear-Sense. Current Accounting Writing—Purposes: 
Types. Specimens of Writing for Clients. Specimens of Writing for 
Associates. Writing a Paper. 216 Pp.....$3.50 
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then stopped our loans in 1932-3, after 
passing the Hawley-Smoot Tariff Act, 
which materially added to the Great De- 
pression. 

The world may suffer from an erratic 
flow of capital from America. Besides, 
our historical policy is to restrict imports, 
which is not consistent with large scale 
lending. Our large lending program de- 
pends too much upon a high level of in- 
come and employment in the American 
domestic economy. 

From the experience of the 1930's cer- 
tain lessons can be drawn: 


1. Commercial policy must now be consid- 
ered as an integral part of general economic 
policy, particularly that part relating to em- 
ployment and monetary policy. 

2. Only if most countries succeed in re- 
turning to a system of world trade and for- 
eign lending in which major disturbances of 
balance of payments due to abrupt shifts in 
commodity and capital flow are avoided can 
the world hope to get rid of the more perni- 
cious types of interference with foreign trade 
such as foreign exchange control, quotas, and 
import licensing. 

3, Unless major depressions are avoided, 
governments will probably be unable to re- 
frain from these types of interference with 
foreign trade. 


There are few advantages to the United 
States. Loans might be profitable if re- 
paid. They might improve national in- 
come by keeping employment high. They 
might encourage the kind of economic 
and political world we like. 

The authors conclude that we should 
loan for foreign investment and for broad 
economic, social, and political purposes in 
harmony with American interests. 

In the new commercial policy a new 
common ideology is needed. An essential 
in this is the willingness of the United 
States to reduce trade barriers. The au- 
thors recommend a buffer stock scheme to 
help keep multilateral trade on an even 
keel. 

The re-establishment of a new frame- 
work for international trade and interna- 
tional investment, therefore, presents 
some complicated problems. 

1. There is a wide difference in the objec- 
tives of economic policy. 

2. The war created special problems. 

3. Ways and means must be found to main- 
tain national full employment that are con- 
sistent with a multi-lateral trading system in 
which trade restrictions are at a minimum. 


On a political scale the problems are 
tremendous. The war did not settle ide- 
ologies. The kind of future world we 
want is not agreed upon. The peace settle- 
ment is not clear and looks to be far away. 

Several things are essential to the estab- 
lishment of multilateral trade: 


1. Must help to restore productive capacity. 

2. Must make loans to aid reconstruction. 

3. The British debt problem must be 
solved. 

4. Foreign exchange rates must be ad- 
justed. 

5. Inflation in countries participating in 
international trade must be halted. 
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New tules of the game are needed. The 
old rules are dead. Full employment and 
domestic economic welfare are now the 
most important considerations. The con- 
trol of depressions and the study of tariffs 
as a trade restriction must be given con- 
sideration. 

The future of international trade 
merges with the international political 
problem. The two are inseparable. The 
United Nations Organization is attempt- 
ing to settle political disputes by discus- 
sion and compromise rather than by war. 
The political success of the United Na- 
tions is assumed by the new economic or- 
ganizations such as the International 
Bank and the Monetary Fund. 

The last chapter of the book contains 
the recommendations of the Twentieth 
Century Fund’s Committee on Foreign 
Economic Relations. 

The Committee believes the foreign 
economic policy of the United States is 
dedicated to the expansion of international 
trade through the elimination of bilateral- 
ism and discrimination, and the re-estab- 
lishment of foreign trade on a multilat- 
eral basis. 

The Committee thinks the establish- 
ment of an effective multilateral trading 
system is basic to peace, because: 

1. It will permit us to maintain an econ- 
omy in this country vitalized by initiative 
and freedom so long as we choose to do so. 

2. It will transfer the conduct of most 
commercial bargains from official negotia- 
tions to the market, or subject them to the 
discipline of the market, and will thus reduce 
international friction over trade, and mini- 
mize opportunities for discrimination among 
nations and the exercise of economic coercion. 

3. It will foster the contribution that a 
greater volume of international trade can 
make to the development of progressively 
higher and more varied standards of con- 
sumption. 


The Committee feels that an adequate 
program must provide for a substantial 
increase in our imports. It must also pro- 
vide workable techniques to cushion the 
shock of another domestic depression and 
minimize its foreign repercussions. An- 
other depression like that of 1937 would 
shake foreign faith in our ability to pro- 
vide stable economic leadership. 

The Committee believes that two ob- 
stacles impede the re-establishment of a 
multilateral system of trade, and two defi- 
ciencies in our foreign economic program 
create doubts that a multilateral system, 
once established, would be successful. 
These obstacles are our failure to make 
adequate provision to cushion the reper- 
cussions abroad of economic instability, 
and our failure to provide for a sufficient 
increase in our imports to maintain equi- 
librium in our balance of payments. 

The Committee recommends: 

1. That the International Bank of Recon- 
struction and Development be operated to 
counteract the volatility that normally char- 
acterizes foreign investment. 


2. That the Administration formulate con- 
crete, workable plans for the creation of an 


international buffer stock agency to operate 
directly toward stability in the great world 
markets for raw material and prime commod. 
ities. 

3. Appropriate technical changes in our 
tariff procedure. 

4. Prompt and vigorous use of the powers 
conferred on the Administration by the Re. 
ciprocal Trade Agreements Act. 


The Committee recommends that the 
United States continue to extend rehabilj. 
tation on an adequate but realistic basis to 
all countries that are potential members 
of a multilateral trading system. It recom. 
mends, further, that the Export-Import 
Bank be given primary responsibility to 
complete the job and that its resources be 
correspondingly increased. 

The Committee feels that this is a chal- 
lenge to America. Much will depend 
upon our leadership. Many nations wish 
to pursue the course of liberty, but are 
compelled to hesitate and do things that 
indicate the opposite. They must soon 
choose their course. It would be unfor- 
tunate if our delay to act cost them their 
liberty. 

Reviewed by JOSEPH J. MYLER, 
Secretary-Treasurer, Neisner 
Brothers, Inc., Rochester, 
New York. 


TRENDS IN OUTPUT AND EM. 
PLOYMENT. By George T. Stigler. 
Published by National Bureau of Eco- 
nomic Research, Inc., 1819 Broadway, 
New York 23, New York. $1.00. 
This analysis of output, employment, 

and output per worker from 1899 to 

1939 in manufacturing, agriculture, min- 

ing, gas and electric utilities, and steam 

railroads, reveals that physical output of 
these six groups of industries almost 

tripled between 1899 and 1939. 

At the same time output per man- 
hour of labor also tripled, although man- 
hours of employment remained about the 
same since a 30 per cent. rise in employ- 
ment was offset by a decline in weekly 
hours of work. The important role of cap- 
ital in production is explicit, when such 
findings are pondered. 


DEVELOPMENTS IN COST AC. 
COUNTING. Published by Gee and 
Company, Ltd., 27-28 Basinghall 
Street, London, E. C. 2, England. 
Price: Net $1.63 (8/6 d.) Abroad 
$1.82 (9/4 d.). 

The text of this book consists of a de- 
tailed report of the Cost Accounting Sub- 
Committee of the Taxation and Financial 
Relations Committee, of The Institute of 
Chartered Accountants in England and 
Wales. It covers general considerations, 
organization of the accountancy function, 
elements of cost, overhead expense, dis- 
tinction between fixed and variable ex- 
pense, standard costing, uniform cost ac- 
counting, as well as conclusions of the 
committee. An appendix includes six 
specimen operating statements. 
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Controllers and Financial Officers: 


Plan NOW to attend the 


1948 
Midwestern Controllers Conference 


which will be held in 


St. Paul, Minnesota, 
at the Hotel Lowry, 
under the sponsorship of the 


Twin Cities Control, on 


May 16-17, 1948. 


Cooperating Contizols 


Buffalo. Chicago. Cincinnati, Cleveland. Dayton, Detroit. 
Indianapolis, Kansas City. Louisville. Milwaukee, Pittsburgh, 


Ouad- Cities, St. Louis. Toledo and Western Michigan. 


Mark yout calendar now for the 


1948 
Midwestern Controllers Conference 


May 16-17. 194383—St. Paul. Minnesota 
Hotel Lowry 
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Personal Notes About Controllers 








Mr. Henry W. Herzog, controller of George 
Washington University, Washington, D. C., 
has been elected president of the Eastern As- 
sociation of College and University Business 
Officers. Mr. Herzog is the current president 
of the District of Columbia Control of The In- 
stitute. 


Mr. Michael A. Gudman, a member of The 
Institute, is now treasurer of White Stag Man- 
ufacturing Co., of Portland. 


Dr. Robert Osborne Baker, associate pro- 
fessor of economics and commerce at the Uni- 
versity of Chattanooga, and a member of The 
Controllers Institute of America, addressed a 
recent meeting of the Chattanooga Chapter of 
the Tennessee Society of Certified Public Ac- 
countants. The manuscript of his address, en- 
titled “Accounting and the National Economy” 
will be published as a feature article in an 
early issue of “The Controller.” 


Mr. Robert A. Seidel, vice president and 
comptroller of W. T. Grant Co., New York, 
and a member of The Controllers Institute of 
America, has been elected chairman of the 
executive committee of the National Retail 
Dry Goods Association. 


Mr. Lucius E. Robertson has resigned his 
position as president and treasurer of C. G. 
Harris, Inc., of Stamford, Connecticut, and has 
been elected a director and vice president in 
charge of finance of the Strickland Furniture 
Company, Highpoint, North Carolina. Mr. 
Robertson, who is a member of The Controllers 
Institute, will, however, continue to serve C. G. 
Harris, Inc., as a director. 


Mr. C. R. C. Custer of The Autocar Com- 
pany, Ardmore, Pennsylvania, has been elected 
vice-president and treasurer of his company, in 
addition to being made a director and a mem- 
ber of the Execuiive Committee. Mr. Custer, 
whose former position was that of vice-presi- 
dent and comptroller, is a member of the Con- 
trollers Institute. 


Mr. C. A. Andrews, holder of certificate 195 
of The Institute, by virtue of election in 
March, 1933, was recently elected a vice-presi- 
dent and director of the Lehigh and New Eng- 
land Railroad Company, of Bethlehem, Penn- 
sylvania. He will also continue in his former 
capacity as comptroller. Mr. Andrews became 
affliated with the Lehigh and New England 
Railroad Company in February, 1913, where he 
held various accounting positions until 1926, 
at which time he was appointed auditor. In 
1928 he was promoted to general auditor and 
ten years later was elected comptroller of the 
company, a position he occupied until his re- 
cent promotion. 


Mr. Ottmar A. Waldow, a national director 
of the Controllers Institute of America, was re- 
cently named vice president and comptroller of 
the National Bank of Detroit. Previously, Mr. 
Waldow held the title of comptroller, follow- 
ing service from 1933 to 1941, as auditor of 
the bank. A past president of the Detroit Con- 
trol of the Controllers Institute, and of the De- 
troit Chapter, National Association of Cost 
Accountants, Mr. Waldow served as president 
in 1942-1943, of the National Association of 
Bank Auditors and Comptrollers. 


Mr. Walter A. Smith, Jr., has accepted ap- 
pointment as controller of The Nashville Cor- 


poration, of Nashville, Tennessee, a subsidiary 
of the AVCO Manufacturing Corporation. 
Prior to this, Mr. Smith, a member of The 
Controllers Institute, was associated with the 
Crosley Division of the AVCO Manufacturing 
Corporation. 


Mr. H. H. Hollinger, holder of certificate 
803 of The Institute, by virtue of election in 
September, 1936, has been named treasurer of 
The Firestone Tire and Rubber Company, 
Akron, Ohio. Mr. Hollinger, who joined the 
company in 1913, was appointed comptroller 
in 1928 and secretary in 1943, and held the 
latter position until the recent election. In 1930 
he was elected to the board of directors. 


Mr. C. F. Nelson, a member of The Con- 
trollers Institute of America, is now affiliated 
with Stokely-Van Camp, Inc., of Indianapolis, 
as head of the Factory Accounting Department. 
Mr. Nelson was formerly with The Dayton 
Pump & Manufacturing Company, Dayton, 
Ohio. 


Mr. Theodore Herz, a member of The Insti- 
tute, has joined the Washington office of Price, 
Waterhouse & Co., where he will be associated 
with Mr. Paul Grady in his Hoover Commis- 
sion assignment. Prior to this connection, Mr. 
Herz wis assistant director of the Corporation 
Audits Division, General Accounting Office, 
Washington, D. C. 


Mr. H. Victor Bray has accepted a position 
as assistant to the vice-president and general 
manager of Alton Box Board Company, Alton, 
Illinois. Mr. Bray is a member of the Control- 
lers Institute of America. 


Mr. Arthur R. Campbell is now affiliated 
with Executive Service Corporation, of New 
York in an executive and representative capac- 
ity. Mr. Campbell, 2 member of The Institute, 
was formerly associated with Aldrich & Camp- 
bell, of New York, financial consultants. 


Mr. Paul Drewry Fox, treasurer of Pennsyl- 
vania Railroad Company, Philadelphia, was re- 
cently elected a director of Fidelity-Philadel- 
phia Trust Company. Mr. Fox is a member 
of The Institute. 


Mr. J. M. Ivory, formerly vice-president and 
treasurer of The United Siates Time Corpora- 
tion, has accepted the position of vice-president 
of the Hunter-Douglas Corporation, of River- 
side, California. Mr. Ivory was elected to mem- 
bership in The Institute, in August, 1941. 


Mr. Morris B. Chesney has been appointed 
controller of Colonial Radio Corporation, of 
Buffalo, New York. Mr. Chesney, who was 
elected to membership in The Institute in Au- 
gust, 1941, was formerly assistant to the vice- 
president and controller of Sylvania Electric 
Products, Inc., of New York, of which Colonial 
Radio Corporation is a subsidiary. 


Mr. Charles F. Herrmeyer, Jr., is presently 
connected with Harry Ferguson, Inc., of De- 
troit, as controller. Mr. Herrmeyer is a mem- 
ber of The Controllers Institute of America. 


Mr. David R. Anderson has resigned his po- 
sition as controller and assistant treasurer of 
The Kendall Company, of Walpole, Massa- 
chusetts. Effective May 1, Mr. Anderson will 
take up new duties as treasurer of W. B. 
Saunders & Co., in Philadelphia, publishers of 


medical and scientific books. Mr. Anderson, 
who is holder of certificate 194 of the Institute, 
was an organizer of the Institute’s Boston Con- 
trol, where he was secretary for the first five 
years of its existence. In addition, he is a mem- 
ber of the Institute’s Planning Committee and 
the Committee on Cooperation with the Ameri- 
can Institute of Accountants. He is the author 
of “Practical Controllership,” a book recently 
published by Richard D. Irwin, Inc., Chicago. 


Mr. Irving D. Dawes, chairman of the Com- 
mittee on Technical Information and Research 
of the Controllers Institute, is the author of an 
article, ““What is Ahead for Industry?’, in a 
recent issue of “Credit and Financial Manage- 
ment.’ Mr. Dawes is vice president and treas- 
urer of Virginia-Carolina Chemical Corpora- 
tion, of Richmond, Virginia. 


Mr. John A. Williams, a national director of 
The Controllers Institute and assistant control- 
ler of Niagara Hudson Power Corporation, 
Syracuse, is currently serving as chairman of the 
Accounting Section of the American Gas Asso- 
ciation. 


Mr. Bernard S. Rodey, Jr., assistant secretary 
and manager of the tax department of Consoli- 
dated Edison Company of New York, Inc., New 
York, who is a vice president of the New York 
City Control of The Controllers Institute, is 
one of the authors of a special pamphlet pre- 
pared at the request of the Joint Tax Commit- 
tee of the Edison Electric Institute and the 
American Gas Association, which was devel- 
oped to illustrate the technique employed and 
the forms used in the preparation of a complete 
income tax return for a public utility. The 
booklet was the subject of a round-table dis- 
cussion held in Cleveland last fall, under the 
auspices of the Joint Tax Committee of the 
Edison Electric Institute and the American Gas 
Association. 


Mr. Bradford T. Blauvelt has been elected 
vice president and a director of American Type 
Founders, Incorporated, and American Type 
Founders Sales Corporation, of Elizabeth, New 
Jersey, it was recently announced by Mr. Ed- 
ward G. Williams, president. Mr. Blauvelt, 
who is a member of the Controllers Institute 
of America, joined American Type Founders 
in 1933 as a member of the accounting staff 
and was named chief accountant in 1937. In 
1945, he became comptroller, a position he 
held up to his recent advancement. 


Mr. Milton J. Goger, formerly chief ac- 
countant, has been appointed Mr. Blauvelt’s 
successor as comptroller of the two companies. 


Mr. Raymond E. Snyder of Merck & Com- 
pany, Inc., Rahway, New Jersey, has been ad- 
vanced from assistant controller to controller of 
his company. Mr. Snyder is a member of The 
Controllers Institute of America. 


Mr. W. T. Swomley has been elected to the 
position of treasurer of Eastern Stainless Steel 
Corporation. Mr. Swomley, a member of The 
Institute, has been associated with Eastern 
since 1943, in the capacities of chief account- 
ant, assistant secretary and, most recently, sec- 
retary-comptroller. Prior to joining Eastern Mr. 
Swomley was chief accountant with a Balti- 
more industry for six years. 
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IT’S TOO LATE FOR 


It’s too late to spare his feelings now. He already 
knows how it feels to send a trusted employee to jail 
— and for a crime that could have been prevented. 

But it’s never too late to stop it from happening 
again — to do your part towards saving up to half a 
billion dollars that employees steal from American 
business every year. 

For buyers of Fidelity and Crime coverages, 
Liberty Mutual has developed a special plan to pro- 
tect business from the danger of “‘inside theft’’. Under 
this plan, an Accounting survey will help you plug up 
loopholes and prevent losses, without disrupting your 
present accounting procedures. An expert in this 
field will work to keep you safe from loss — and your 
employees safe from the temptation to steal, by aug- 
menting the work of your own auditors and public 
accountants. 

Would you like to see how our answer to this prob- 
lem has saved money and reduced insurance costs for 
leading concerns from coast to coast — and how a 
tailor-made plan for preventing losses can be fitted 
to your business? 





HIM TO READ THIS. 


As a responsible businessman, you’ll also be inter- 


ested in Liberty Mutual’s booklet, ‘“Loopholes and 


Losses”. However, it must be delivered to you per- 
sonally, since we cannot afford to have it fall into 
improper hands. Just telephone or write for your copy 
today. 





LIBERTY 


INSURANCE COMPANY 


HOME OFFICE POSTON 





3 r ‘ar Owners 
Protection for Business. Home and Car Ot 








x We work to keep you safe x 
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T. L. Evans, Institute Member, Named to 
Head Unemployment Insurance Study 


Appointment of T. L. Evans, Buffalo 
businessman and expert in government 
finance, as a special assistant to review 
operations and procedures of the State 
Division of Placement and Unemploy- 
ment Insurance, was announced early in 
February by Edward Corsi, Industrial 
Commissioner of the State of New York. 

Commissioner Corsi said that for the 
past month Mr. Evans has been making a 
preliminary examination of Division of 
Placement and Unemployment Insurance 
operations, in consultation with him and 
Milton O. Loysen, Executive Director of 
the Division, and has agreed to undertake 








Double 
Exposure 


—_ business faces not only 
the chance of encountering 
financial misfortune through 
a variety of casualties but 
also the possibility of the in- 
surance relied upon for in- 
demnity against such losses 
being deficient or inapplic- 
able. 

This double exposure can 
be avoided if the insurance is 
fashioned upon a complete 
knowledge of the casual risks 
threatening the business, pref- 
erably obtained from an un- 
biased survey by people who 
specialize in making such in- 
vestigations. 


JOHN R. BLADES 


Insurance Adviser 
50 Church St., New York 7, N. Y. 


Established 1926 
NO INSURANCE SOLD 




















a full-scale study of the billion-dollar un- 
employment insurance program. 

The Commissioner also said that in 
making the appointment he is acting on 
the recommendation of the State Advisory 
Council on Placement and Unemployment 
Insurance. After 10 years expansion, the 
unemployment insurance program has be- 
come increasingly complicated and a fresh 
examination of the adequacy of present 
methods is desirable, he declared. 

Professor Herman A. Gray, Chairman 
of the Advisory Council expressing grati- 
fication at the appointment, indicated that 
the proposed review was in direct line 
with the Council’s recommendation. “‘It is 
to the interest and the welfare of the 
public that operations of a program so 
large and so important as unemployment 
insurance be maintained at greatest effici- 
ency. The action taken on the suggestion 
of the Council contributes to this policy.” 

Mr. Evans, a member of Fhe Control- 
lers Institute of America, is a past chairman 
of The _ Insti- 
tute’s National 
Committee on 
Social Security, 
and author of 
“Tax Implica- 
tions of Pro- 
posed Social Se- 
curity Programs” 
published in 
THE CONTROL- 
LER, in January, 
1948. 

Mr. Evans has 
been asked to ex- 
amine not only the organization and pro- 
cedures of the Division, but also its ad- 
ministrative financing problems, Commis- 
sioner Corsi said. The Labor Department, 
the Advisory Council and the State Legis- 
lature have protested that the funds allo- 
cated to the State by the Federal Security 
Administration for this purpose are in- 
adequate. They have charged that the 
Federal Treasury has profited exorbitantly 
by returning to the State less than 50 per 
cent. of the tax paid by New York State 
employers to foot the unemployment in- 
surance administrative bill. 

Commissioner Corsi pointed out that 
this tax is separate from that imposed by 
the State for unemployment benefit pay- 
ment purposes. The latter goes into a 
trust fund earmarked solely for benefit 
payment. This fund last year reached the 
billion dollar level. 

State officials have held that the money 
allowed for administrative purposes has 
been insufficient to permit the State to 
take full precautions against delinquent 
taxpayers and ineligible benefit claimants. 

This concern has added significance at 





MR. EVANS 





— a 


The “J’s” Have It! 


As noted by a financial writer in 
the ‘““New York World-Telegram” 
recently: 


The evidence would not stand up 
in court but offhand it appears that 
your best chance to become a Mr. 
Big in Pittsburgh Steel Co., would 
be to have a first name beginning 
with “J.” 

The president is ]. Carter and the 
executive vice president is ]. Bee- 
son. The other vice presidents in- 
clude J. Voelker, J. Morrison and 
]. Anderson, with J]. Carson as 
comptroller and ]. White as as- 
sistant comptroller. And the New 
York sales chief is ]. Smith. 

Seriously outvoted are the two 
vice presidential exceptions, one a 
T-man and the other a G-man. 

Among the conformists, Joseph 
is the majority, including Joseph 
Carter, the president. 

The Messrs. Carson and White, 
mentioned above, are members of 
the Controllers Institute, Mr. Car- 
son having served this past October 
as chairman of the Iron and Steel 
Industry Conference at the Insti- 
tute’s Sixteenth Annual Meeting. 











the moment, since the Division of Place- 
ment and Unemployment Insurance was 
notified yesterday by Federal Security Ad- 
ministration of an arbitrary cut of $11, 
millions in its original budget of $614 
millions for the first six months of 1948. 

‘We want to satisfy ourselves,” Com- 
missioner Corsi said, “that we are taking 
all reasonable measures to assure the most 
efficient operations possible under these 
difficult conditions.” 

Mr. Evans, who will have offices in 
Albany, and the assistance of a staff, has 
taken leave from his position as treasurer 
and member of the Board of Directors of 
the J. N. Adam Company of Buffalo to 
accept this special assignment. Widely re- 
garded as one of the foremost experts on 
administrative financing, he is Vice Chair- 
man of National Affairs and member of 
the Board of Taxation Committee of 
the Buffalo Chamber of Commerce, mem- 
ber of the U. S. Chamber of Commerce 
Committee on Social Security, and of the 
National Retail Dry Goods Association. 
Prior to entering the J. N. Adam firm in 
1943, he did extensive work in the field 
of accounting and finance survey for the 
Pennsylvania Emergency Relief Board, 
the TWA, the Federal Relief Work Pro- 
gram, WPA. In 1935 he came to New 
York City to survey the administrative 
finance problems of the WPA. He also 
served for a time as Treasurer of Temple 
University and still holds membership on 
that institution's Board of Trustees. 
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Break this news 


when day’ work is done! 


If they stay for full details (and we guarantee they will) 


ve 


you'll know it’s sensational! 








1. Tell your accountants it’s now pos- 
sible to transfer net profit (or other) 
columns of different reports to a com- 
posite report without lifting a pen, with- 
out one error in transcription. 

What’s more — this “‘composite” can 
be used to produce as many additional 
copies as are needed —each in 25 seconds. 








2. Tell your artist “full-color” displays 
up to 42 inches wide, any length, can be 
made in a few minutes without make- 
ready or printing plates. 








3. Tell your file clerks they can make 
exact-size, positive (not negative) copies 
in 25 seconds...by keeping records on 
translucent, not opaque, card stock. 
Additions are made in usual manner. 
Filing is easier. Manual copying — with 
possibility of errors — is completely 
eliminated. New method is at least 9 
times faster than standard routines. 











4. Tell your office manager ordinary 
sheets of translucent paper serve as 
“masters”. ..can be typed, drawn, or 
written upon as usual . . . positive copies 
made in 25 seconds, whenever needed. 

Sales, service reports, etc. — on trans- 
lucent paper—can be duplicated imme- 
diately—copies passed on without delay. 
Cost is lower than you’d ever expect — 
134 cents per 8% x 11-inch copy. 


5. The biggest surprise! Tell everyone 
that all of this work — and hundreds of 
other jobs, too —is done in one machine, 
the new OZALID STREAMLINER! 
No other equipment needed. And each 
job done in same simple manner, in any 
Office. 

















6. Be ready for an enthusiastic, into- 
the-night discussion...which will result 
in important savings every day, there- 
after. Mail this coupon today...for a 
free copy of “The Simplest Business 
System.” It adds up your dollar savings 
— job by job! 
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Look... 





no hands!" 


No hands... truly a great day for youth. 
An equally great day in Calculator design... 
no hands. Thete is a modern mechanical 


miracle in Friden’s Fully Automatic operation. 
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Simply set your problem in the machine, touch ONE KEY 


and presto, the correct answer automatically appears in 


the dials. Yes... the Calculator, not the Operator— 


does the work. Solve your figure work problems with Friden 


Methods which deliver only useful accurate answers. 


Telephone your local Friden Representative for a demonstra- 


tion on your own work. If you’ve been struggling 


with obsolete calculating equipment remember to— 


REPLACE WITH FRIDEN. 
























Friden Mechanical and Instructional 
Service is available in approximately 250 
Company Controlled Sales Agencies 
: throughout the United States and Canada. 


FRIDEN CALCULATING MACHINE CO., INC. 


HOME OFFICE AND PLANT « SAN LEANDRO, CALIF., U.S. A. « SALES AND SERVICE THROUGHOUT THE WORL” 








POSITIONS WANTED | 





Controller—Executive Accountant 


Executive accountant presently employed 
offers: eleven years of heavy industrial and 
diversified experience in executive capacity, 
functioning as part of top management 
group, and five years of public accounting 
experience as supervising senior. Practical 
experience includes executive committee 
functions, financial planning, salary admin. 
istration and organization planning; devel- 
opment of manufacturing expansion, and cost 
reduction programs; developing, analyzing and 
interpreting costs, budgets, inventory and cost 
control, all phases of general accounting, in- 
ternal auditing, systems, procedures, taxes, fi- 
nancial and cost reports. Certified Public Ac- 
countant. Age 44. Salary $15,000. Address: 
Box 763, ‘““The Controller.” One East Forty- 
Second Street, New York 17, New York. 


Controller or Assistant Controller 


Executive accountant with fifteen years’ ex- 
perience in all phases of accounting, including 
costs, wants opportunity to apply imagination 
and analytical ability in firm with progressive 
management standards and sound future. Con- 
genial personality. Able to supervise employees 
and cooperate with factory foremen and execu- 
tives. Eager to assume responsibility and_pro- 
duce a thorough, comprehensive job. Age 38, 
excellent health, college degree, salary open. 
Address: Box 768, “The Controller,’’ One East 
Forty-Second Street, New York 17, New York. 


Controller—Executive Accountant 


Experienced executive in corporation control, 
management and organization, seeking new 
connection with company that believes in mod- 
ern management methods. Excellent educational 
background and twenty years practical experi- 
ence in control and analytical accounting, f- 
nance, costs, budgets, taxes and personnel man- 
agement. Now treasurer-controller of large 
company with multiple plant operations doing 
a world-wide business. Can furnish highest ref- 
erences. Institute member. Address: Box 777, 
“The Controller,” One East Forty-Second 
Street, New York 17, New York. 


Controller-Treasurer Financial Executive 


Available immediately—fifteen years banking 
and financial experience. Well versed in corpor- 
ate structures—new organizations, reorganiza- 
tions and mergers. Six years as controller and 
financial executive with nationally-known manu- 
facturer doing a large volume of export business 
and owning foreign subsidiaries—served on ex- 
ecutive committee. Thorough knowledge of gen- 
eral accounting, costs, taxes, government con- 
tracts, personnel and labor negotiations. Mar- 
ried, age 49, live anywhere. Address: Box 779, 
“The Controller,’ One East Forty-Second Street, 
New York 17, New York. 





Controller-Executive Accountant 


Position desired with progressive company. 
Fifteen years public accounting, five of which 
as supervising senior, and seven years indus- 
trial accounting, including two years in top 
management group. Practical experience in- 
cludes budgeting and financial planning, cost 
analysis and interpretation, inventory control, 
and all phases of accounting, taxes and internal 
auditing procedures. Age 46. Certified Public 
Accountant. Address: Box 780, ‘“The Contro- 
ler,” One East Forty-Second Street, New York 
17, New York. 
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INSTITUTE ACTIVITIES 








National Committees Active in Tax and 
Social Security Fields 


In the latter part of January, 1948, The 
Institute was asked by Verl L. Elliott, 
Controller of the Atlantic Refining Com- 
pany, in Philadelphia, to state its position 
on “Employment Tax Regulations with 
Respect to Employer-employee Relation- 
ship.” The matter involved a proposed 
amendment to Section 402.204 of Regula- 
tions 106—United States Treasury De- 
partment—Internal Revenue Bureau, de- 
fining employees’ federal social security 
taxes. 

The proposed amendments were far 
reaching with respect to the definition of 
an employee for Social Security Tax pur- 
poses with possible further complications, 
if, following their adoption for such 
taxes, they are applied to Federal Income 
Tax withholding. 

The information had to be in the hands 
of the Treasury Department by February 
1. Consequently a questionnaire was sent 
to the members of the Committee on So- 
cial Security, and on January 29 the fol- 
lowing letter was sent by its Chairman, 


Opicinat DHNER 








“THE MACHINE TO COUNT ON” 





THIS 
dependable 
calculator 


. cuts calculating and accounting 
costs for thousands of users all over 
the world—in the office, at home, in 
the laboratory and in the field. 


Faster and lower priced than any 
comparable unit. Unexcelled for sturdy 
construction. 


Price: $140.00 and up 


Now available 


SEND FOR BULLETIN LP-33 


IVAN SORVALL 


210 Fifth Ave., New York 10, N. Y 











Mr. Raymond A. Pascoe, to the Treasury 
Department in Washington: 


“Gentlemen: 

“Pursuant to the Administrative Procedure 
Act approved June 11, 1946, the Controllers 
Institute of America hereby respectfully re- 
quests consideration of the views expressed 
herein regarding the proposed ‘Employment 
Tax Regulations with Respect to Employer- 
employee Relationship’ published on Novem- 
ber 27, 1947 in the Federal Register. 

“The Controllers Institute is composed of 
the chief accounting officers of some 3000 
corporations, both small and large, engaged 
in all kinds of business enterprises in every 
State of the Union. The membership of The 
Institute is therefore truly representative of 
the accounting officers of corporate enter- 
prise in the United States. As controllers, 
they are charged with the responsibility not 
only for the correct presentation of the re- 
sults of operations and financial condition of 
their corporations but also for the interpreta- 
tion of and compliance with the federal tax 
statutes affecting corporations. 

“The intent of the proposed regulations is 
to re-define the employer-employee relation- 
ship for Social Security purposes. The pro- 
posed regulations attempt to base the deter- 
mination of such relationship upon what is 
termed ‘economic reality’ thereby abandoning 
the relationship of ‘master and servant.’ 

“In the past the employer-employee rela- 
tionship was determined by the common-law 
test, a test which was supported by a wide 
range of factual situations in the various 
fields of the law. 

“No definition of the term ‘economic re- 
ality’ is given in the proposed regulations. 
The definition of ‘employee’ is vague and in- 
definite and the weight of the respective fac- 
tors to be considered is not indicated.. Fur- 
thermore other factors not listed may be 
considered. The general terms used are of 
vague, uncertain and indefinite meaning 
which will cause uncertainty and increase the 
costs of administration and litigation. 

“The proposed regulation, if adopted, 
would increase the coverage of Social Se- 
curity, which raises the question as to 
whether Congress intended to go beyond the 
common law concept of ‘master and servant.’ 
There is indication in the Congressional Rec- 
ord of July 11, 1935, page 8842, that Con- 
gress intended to exclude from the Social Se- 
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A National Registration 
Headquarters for the 
Highest Grade Accounting 
Personnel tn America 

Mr. EMPLOYER: Are We 


Now Serving You? GORDEN N. SELBY, Executive Director 


ACCOUNTANTS EXCHANGE 


Suite 2008, Chicago Real Estate Board Building 
105 West Madison CHICAGO 2, ILL. 


curity Act agents working on commission, 

“It is not to be understood that the Con- 
trollers Institute is taking a position either 
for or against the extension of Social Security 
coverage to groups not now covered. How. 
ever, because of the confusion and uncer- 
tainty that would result from the adoption 
of the proposed regulations and also because 
of the question of the intent of Congress, we 
urgently request that the effective date of the 
proposed regulations be postponed until 
Congress has been afforded adequate oppor- 
tunity to act.” 


Members Contribute Topics 
For Tax Committee Study 


There has been very little letup in the 
activities of the Committee on Federal 
Taxation, over the past year. Members of 
the Committee have been asked to appear, 
from time to time, before a Sub-Commit- 
tee of the Ways and Means Committee of 
the House in connection with administra- 
tive changes of the Internal Revenue 
Laws, as well as in connection with pro- 
posed changes in employee trust regula- 
tions. 

Because of the multiplicity of tax prob- 
lems which all controllors have to face, it 
was felt by the Committee that possibly 
some points had been overlooked. Conse- 
quently at the December 19, 1947 meet- 
ing of the Committee on Federal Taxa- 
tion it was suggested that a letter be sent 
out to the entire membership of The In- 
stitute asking for any suggestions and 
recommendations which they felt the 
Committee might properly take up. 

That letter was mailed out and to date 
the Committee is in receipt of 62 letters 
suggesting topics for consideration. 
Prominent among those topics are: 


1. The extension of the period of limi- 
tation of tax returns. 
2. Section 102. 
3. Employee stock-option and stock- 
purchase plans. 
. Allowance for depreciation of prop- 
erty used in trade or business. 
5. Double Taxation of Dividends. 
6. Six-year carry-forward of net losses 
but no carry-back. 
7. Gains from sale of property should 
not be taxed if reinvested within a 
reasonable time (3 to 5 years). 


aN 


The above do not represent all by any 
means, but give a good cross-cut of sub- 
jects mentioned for discussion. The Chair- 
man, Mr. Oscar N. Lindhal, together 
with all the members of that Committee 
greatly appreciate the many responses. 
They will be taken up at the next meeting 
of the Committee on Federal Taxation. 
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In the textile industry—or any other—it’s important 
to have repair and maintenance parts and supplies 
on hand when needed...to prevent needless loss of 
man and machine hours and to produce full output 
daily. This is just one of three different ways the 
Joanna Cotton Mills Co. of Goldville, S. C., profits 
through the use of Kardex Visible Inventory Control. 


Because it’s a visible system, with Graph-A-Matic 
signals that flash immediate warning of any threat- 
ened shortages, it’s an easy, routine matter to keep 
tab on consumption and make sure that adequate 
supplies are on hand at all times. The same positive 
control prevents the piling up of extravagant over- 
stocks and holds the dollar value of inventory way 


Condensed from an article entitled “Idle Looms Weave 
No Profits” by Walter E. Byars, Purchasing Agent, 
Joanna Cotton Mills Company. For free copy, write to 
Systems Division, 315 Fourth Avenue, New York 10, re- 
questing the October 1947 issue of “Systems” Magazine. 



















KARDEX VISIBLE TELLS AT A GLANCE... 


The name and number of the item; stock normal, out, minimum, requisitioned, ordered, 
shipped and number of months’ supply...these key facts are displayed on the visible 
margin. Complete information on past and current consumption, vendors, prices, etc., ° 
are posted on forms contained in the same card pocket. 


WE MAKE OUR INVENTORY 





PAY AN EXTRA PROFIT’’* 


down—that’s Profit No. 2. (And a sizable one, when 
you consider that Joanna is constantly buying and 
using approximately 5000 separate items to keep 
their 2682 looms, spinning frames and other equip- 
ment operating. ) 


The third economy results from centralizing all 
purchasing data in one convenient Kardex record. 
Like items are grouped together and whenever an 
order for one is placed, the visible feature facilitates 
review of similar items to be included on the same 
order wherever it would be advantageous. This re- 
duces purchasing, accounting and receiving costs. 


If you have been accepting high inventory costs 
as a necessary evil and would like to turn some of 
those dollars into profit, ask for further facts about 
Kardex Visible Inventory Control. We'll be glad to 
send you the complete Joanna story mentioned in 


the footnote at the left. Write today! 
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Correction of a Correction 
The Editors, 
THE CONTROLLER: 

I have noted with interest Mr. Seversen’s 
comments, as reported in the editorial in 
THE CONTROLLER for February, regard- 
ing the sources of the line, “the everlast- 
ing team-work of every bloomin’ soul.” 
Mr. Seversen, of course, is right in indi- 
cating that this should be credited to 
James Mason Knox nad not to Rudyard 
Kipling. But as long as the “‘straighten- 
ing out” of the record is taking place, I 
thought I would pass along to you the 
information that the wording of the two 
stanzas which Mr. Seversen passed to 
you is not quite right. 

In “Hoyt’s Encyclopedia,” in which I 
have long placed full and well-justified 
reliance, the eight lines are worded 
somewhat differently. In fact, five of 
the eight lines have a considerably dif- 
ferent wording, although the sense of 
the lines as sent to you by Mr. Seversen 
is the same as in the original lines. 

And thus, for the record, here are the 
lines as Hoyt records them (with the no- 
tation that they were claimed for J. Mason 
Knox “by his wife in a communication in 
the New York Times’): 
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“It is not the guns or armament 
Or the money they can pay, 
It’s the close co-operation 
That makes them win the day. 
It is not the individual 
Or the army as a whole, 
But the everlastin’ teamwork 


} 9) 


Of every bloomin’ soul. 


Because I personally know your corre- 
spondent, Mr. Seversen, and hope some- 
time in the nearby future to have a little 
fun at his expense regarding this whole 
matter—and because it is not-of. any par- 
ticular cosmic tmportance—lI suggest you 
withhold my name, if that is consistent 
with your policy, when you publish the 
letter. 





Very truly yours, 
(NAME WITHHELD) 

In 1899, says a Twentieth Century 
Fund survey, electricity provided 5 per 
cent. of the power used in manufacturing. 
Thirty years later, it provided 80 per cent. 
of the power. 


It is upon the maintenance and im- 
provement of productive efficiency that 
real social security rests, for in the last 
antlysis the productive workers of each 
generation must supply the goods and 
services to maintain the dependents of 
that generation. Lewis MERIAM. 
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An Outstanding New Back ! 
PRACTICAL CONTROLLERSHIP 


By DAVID R. ANDERSON 
Controller—The Kendall Company 


PRACTICAL CONTROLLERSHIP is fast becoming the guide book 
for controllers throughout the country. Top management as well as 
those aspiring to the position of the controller, are also finding much 
of interest in this new book, because for the first time it presents a 
complete picture of the duties, responsibilities, and operating aspects 


The book outlines the controller’s place in the business organization, 
what he is expected to accomplish, the tools that are available to him, 
and how he goes about using these tools to achieve his ends. It 
covers the mental attitude and methods of approach the controller 
should use to handle the problems which confront him. It discusses 
the basic principles which he should follow so that procedures may 
be adapted to the needs and capacities of the organization and the 


TOPICS COVERED 


Functions of the Controller—The Property Control Function—The Legal Func- 
tion—The Management Function—Organization of the Controller’s Functions— 
The Accounting Plan—-The Budget—Manufacturing Costs—Marketing and Ad- 
ministrative Costs—Statements and Reports for Management—Profit Plannine— 
Inventory Control—Inventory Valuation—Planning and Control of Plant Ex- 
Financial Policy—Looking Ahead 


RICHARD D. IRWIN, INC. 





Price $6.00 


in Con- 








CHICAGO 16, ILLINOIS 
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H. J. STRASSLER 


Mr. H. J. Strassler, comptroller of 
Parker Rust Proof Company, of Detroit 
Michigan, died on October 3, 1947, fol. 
lowing a heart attack on September 29, 
Word of Mr. Strassler’s death reached 
headquarters of The Institute, late in Janu. 
ary. Mr. Strassler was a member of the 
Controllers Institute of America and had 
served as comptroller of his company be. 
ginning in 1942. A veteran of World War 
I, he had experience in the lumber business 
and in the banking field during the post 
war years, before he became auditor, in 
1932; of the Union-Guardian Trust Com. 
pany, Detroit. 

Mr. Strassler was a member of the Polar 
Bears, Lions Club, and Recess Club, of De. 
troit. He is survived by his widow, Mrs. 
Beatrice Strassler; a daughter, Marilyn, 
and a son, Herbert, Jr. 





STANLEY HAGERMAN 


Mr. Stanley Hagerman, age 65, died 
on October 14, at St. Luke’s Hospital, in 
San Francisco. Mr. Hagerman, who had 
retired as comptroller of the First Na- 
tional Bank, New York City, approxi- 
matcly two years ago, was on his way 
to Hawaii, with Mrs. Hagerman, when 
stricken with a heart attack that caused 
his death. Mr. Hagerman started with 
the First National Bank as a messenger 
in December, 1900, was named assistant 
cashier in 1918, and from 1922 until 
March, 1946, when he retired, held the 
post of comptroller. 


Privately-Raised Capital in ‘47 
Totaled $2 Billions 


Private placements of new capital 
issues in 1947 exceeded 300 transactions 
and totaled about $2,000,000,000 in 
negotiations thus far reported. This com- 
pares with reported transactions of about 
$1,600,000,000 in 1946. 

Among major placements were: Union 
Carbide and Carbon Corporation, $150,- 
000,000 of twenty-year 2.70 per cent. 
notes; Texas Eastern Transmission Cor- 
poration, $120,000,000 of first mortgage 
fifteen-year 314 per cent. bonds; United 
Gas Corporation, $116,500 of twenty- 
year 234 per cent. bonds; Goodyear Tire 
and Rubber Company, $68,421 of twenty- 
year 3 per cent. notes and $31,579,000 
of 314-234 per cent. notes due in 1964; 
Gulf Oil Corporation, $100,000,000 of 
twenty-five-year 214 per cent. bonds. 

* * x 

Ir is inconceivable that the Soviet 
Republic should continue to exist for a 
long period side by side with impe- 
rialist states—ultimately one or the 
other must conquer—Stalin. 
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Secretaries’ speed and accuracy keep pace with 
: executives’ speed and convenience . .. when the 
Edison Electronic Voicewriter adds electronic cor- 
rection to the recorded voice. Exclusive Ear-Tuned 
Jewel-Action rejects unnecessary low-frequency 
tones that confuse the transcriber . . . captures 
word-sharpening high-frequency tones that other 
dictating machines miss. Efficiency improves .. . 
errors ‘vanish. No other instrument matches Edison 


understandability . . . because only Edison has Ear- 


Tuned Jewel-Action. 





PHONE “EDIPHO) 
write Thomas A. Ed 
West Orange, New 
Thomas A. Ediso 

Toronto 1, Ontario 
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Meetings of Local Controls 








ATLANTA 
ROUND TABLE DISCUSSION 


The second round of a round-table discussion 
of problems in each member’s particular busi- 
ness was held at the January 27 regular monthly 
meeting of the Atlanta Control, which took 
place at the Piedmont Hotel. 


BIRMINGHAM 


Topic: PENSION AND PROFIT-SHAR- 
ING PLANS 


The subject for discussion at the February 12 
meeting of the Birmingham Control, which took 
place at the Tutwiler Hotel, was “Pension and 
Profit-Sharing Plans.” Mr. Harold E. Jackson, 
of the Southern Natural Gas Co., Birmingham, 
acted as discussion leader. 


BRIDGEPORT 
Topic: EXCESS PROFITS TAX RELIEF 


Mr. Peter Guy Evans spoke on “Excess Profits 
Tax Relief Highlights” at the February 4 regu- 
lar monthly meeting and dinner of the Bridge- 
port Control which took place at the University 
Club. Mr. Evans is a member of the District of 
Columbia Control of The Institute and is serv- 
ing on the Excess Profits Tax Council, in Wash- 
ington, D. C. 


BOSTON 
Topic: BUSINESS CONDITIONS 
Mr. Nicholas E. Peterson, vice president of 
the First National Bank of Boston, addressed 
the members of the Boston Control on ‘‘General 
Business Conditions Here and Abroad,” at their 
regular monthly meeting on February 10. Mr. 
Edward C. Hunt, of West Point Manufacturing 
Company, Boston, presided as chairman of the 
meeting. 


BUFFALO 
Topic: THE INTERNAL AUDITOR 


“The Place of the Internal Auditor in the 
Company” was discussed by Mr. Arthur J. E. 
Child at the February 3 meeting of the Buffalo 
Control, which took place at the Park Lane. 
Mr. Child is assistant treasurer of Canada Pack- 
ers, Limited. 


CHICAGO 
SPECIAL PARTY 


A social period, dinner and entertainment 
were the highlights of the regular monthly 
meeting on January 28 of the Chicago Control. 
The party took place at the Sheraton Hotel. 


CINCINNATI 
Topic: FIDELITY LOSSES 
On February 10, the Cincinnati Control pre- 
sented as its guest speaker for the evening, Mr. 
C. A. Sullivan, manager of the Audit Service Di- 
vision, of the Liberty Mutual Insurance Com- 


pany, Boston. Mr. Sullivan’s talk dealt with 
“The Prevention of Fidelity and Forgery 
Losses.” 


“Legal Pitfalls in Business” was the title of 
a talk given by Mr. Ernest R. Mitchell, general 
manager of the Union Light Heat & Power 
Company, of Covington, Kentucky, at the Janu- 
ary 13 meeting and dinner of the Cincinnati 
Control. The Alms Hotel was the scene of the 
meeting. 


CLEVELAND 
Topic: CONTROLLERSHIP 


Mr. Walter H. Dupka, currently serving as a 
vice president and director of the Controllers In- 
stitute of America, and a past president of the 
Pittsburgh Control, spoke before the Cleveland 
Control on February 9. Mr. Dupka, who is vice 
president and controller of Jones & Laughlin 
Steel Corporation, discussed his “‘25 Years as 
Controller.” The scene of the meeting was the 
Allerton Hotel. 


DAYTON 
Topic: EMPLOYEE BENEFITS 


Mr. Chan Eno discussed “The Place of Em- 
ployee Benefits & Retirement Plans in Busi- 
ness,” before the Dayton Control on February 
12, at the Van Cleve Hotel. Mr. Eno is head 
of the Group Insurance Department of the 
Marsh & McLennan Company. 

“Forecasting and Budgets’ was the title 
of a talk delivered by Mr. J. Brooks 
Heckert, professor of accounting at Ohio 
State University, before the Dayton Control, 
on January 8. The Van Cleve Hotel was the 
scene of the meeting. 


DETROIT 
Topic: OFFICE PERSONNEL 


A round table discussion on the subject of 
“Office Personnel Administration Policies’ was 
held by the Detroit Control on January 27 at 
the Hotel Statler. The discussion was con- 
ducted by Mr. Louis C. Haltug, of the Timken- 
Detroit Axle Company, and Mr. Arnold W. 
Hartig, of Universal Products Company, Inc., 
Dearborn, Michigan, and included statistics re- 
sulting from questionnaires which were sent to 
the members, relative to the topic. 


DISTRICT OF COLUMBIA 
Topic: CONGRESS 

The January 27 meeting of the District of Co- 
lumbia Control, at the Carlton Hotel, featured 
two speakers, Mr. Carl Preston Herbert, presi- 
dent of Government Research Associations, and 
Mr. Robert E. Lee, chief of the Investigating 
Staff of the House Appropriations Committee, 
who spoke on the subject, “The Reawakening of 
our Congress.” The speakers’ formal presenta- 
tion was followed by an open forum discussion. 

Mr. Herbert, a student of taxation and govern- 
ment, and active in St. Paul, Minnesota, in re- 
search work and taxation, including the Twin- 
Cities Tax Plan, opened the program with a 
brief description of the Committee’s work. He 
stated that since the Reorganization Act, Con- 
gress is becoming “business minded” and that 
it is trying to find ways of cutting down govern- 
mental expenditures wherever possible. He 
mentioned some of the qualifications of the men 
from the accounting, legal and business world 
who are serving as investigators on the Commit- 
tee. 

Mr. Lee, formerly assistant to J. Edgar Hoover 
of the Federal Bureau of Investigation, pointed 
out some of the items in the budget which he 
thought might be questionable, and reconciled 
the differences between the two. He explained 
the differences in the so-called cash budget and 
the accrual budget. His presentation was most 
fair as he left the matter of whether or not cer- 
tain items should be cut, entirely to his audience. 
Because of the speakers and the subject matter, 
the meeting turned out to be outstanding. 


HARTFORD 
Topic: STANDARD COsqs 


The results of a questionnaire on standard 
costs, circulated among the members, was the 
basis of discussion at the February 5 meeting of 
the Hartford Control, which took place at the 
Elm Tree Inn, Farmington, Connecticut. M;, 
F. E. Burnham, controller of Colt’s Patent Fire 
Arms Mfg. Co., acted as discussion leader. M; 
Paul Haase, assistant managing director of The 
Institute and managing editor of ‘'The Control. 
ler,” was the Control’s guest for the evening, 


INDIANAPOLIS 
Topic: LABOR’S OUTLOOK 
“The Labor Outlook for 1948’’ was discussed 
by Mr. James Robb, of District 30, United Steel. 
wotkers of America, at the regular monthly 
meeting of the Indianapolis Control, on January 
22. The Lincoln Hotel was the scene of the 
meeting. 


KANSAS CITY 
Topic: ECONOMIC OUTLOOK 

“The Economic Outlook for 1948’’ was the 
subject of an address presented by Dr. T. Bruce 
Robb, manager of the Department of Research & 
Statistics of the Federal Reserve Bank of Kansas 
City, at the February 9 meeting and dinner of 
the Kansas City Control. At the invitation of 
Mr. Mayben P. Newby, past president of the 
Control, the members convened at his office for 
a social period, prior to the actual meeting which 
took place at the Plaza Bowl. 

A “plant visit’ of the new offices of the City 
National Bank & Trust Co., of Kansas City, 
was arranged by Mr. Edward F. Lyle, comp. 
troller of the bank, for his fellow members of 
the Kansas City Control on the occasion of 
their January 12 regular monthly meeting. Din- 
ner was held at the University Club. 


LOUISVILLE 
Topic: JOB EVALUATION 
Mr. Carl B. Masters was the guest speaker 
at the January 28 meeting of the Louisville 
Control. Mr. Masters, who is associated with 
Uhling, Lauer and Associates, Cincinnati, dis- 
cussed ‘‘Job Evaluation.” The meeting was held 
at the Kentucky Hotel and was presided over 
by Chairman G. Stuart Bruder, controller of 
the Mengel Company. Mr. Bruder is a national 
director of The Institute. 


MILWAUKEE 
Topic: BUSINESS OUTLOOK 
“The Business Outlook” was discussed by 
Mr. A. C. Beane, a partner of Merrill, Lynch, 
Pierce, Fenner & Beane, at the February 10 
meeting of the Milwaukee Control. The Schroe- 
der Hotel was the scene of the event. 


NEW YORK CITY 
Topic: BUSINESS OUTLOOK 


Mr. Edward R. Dewey, guest speaker at the 
New York City Control regular monthly meet- 
ing on February 19, at the Hotel New Yorker, 
gave a talk entitled ‘How Business Cycles Be- 
have and What's Ahead for Business.” Mr. 
Dewey is director of the Foundation for Study 
of Cycles, and manager of the Market Research 
Department of the Air Reduction Company. 


PENN-YORK 
Topic: PERSONNEL RELATIONS 
The Penn-York Division of the Buffalo Con- 
trol held its regular monthly meeting at the 
Pittsfield Inn near Warren, Pennsylvania, on 
February 3. Mr. Donald P. Morgan of National 
Forge & Ordnance Company, of Warren 
County, Pennsylvania, and a member of the 
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Control, acted as host for the evening. Mr. 
Davis P. Edwards, of Struthers Wells Corpora- 
tion, Titusville, Pennsylvania, also a member, 
addressed the group on “Personnel Relations 
for Office Employees.” 


PHILADELPHIA 
Topic: PROFIT SHARING 


Dr. C. Canby Balderston gave a talk on 
“Profit Sharing for the Wage Earner and the 
Executive’ at the February 5 meeting and din- 
ner of the Philadelphia Control. Dr. Balderston 
is dean of the Wharton School of Finance and 
Commerce, of the University of Pennsylvania. 


ROCHESTER 
Topic: INDUSTRIAL RELATIONS 


The Rochester Control held its regular 
monthly meeting and dinner on January 28 at 
the Sheraton Hotel. Mr. F. Ritter Shumway, 
vice-president and secretary of Ritter Co., Inc., 
spoke on “Human Relations in Industry.” 


ST. LOUIS 
Topic: PROSPECTS OF 1948 
Mr. F. Guy Hitt, first vice president of the 
Federal Reserve Bank, in St. Louis, addressed 
the St. Louis Control on January 27, on ‘1948 
—A Year in a Challenging Era,’’ at the Hotel 
Statler. 


SEATTLE 
Topic: PENSION AND RETIREMENT 
PLANS 


The Seattle Control held its January 29 meet- 
ing in the form of a panel discussion on the sub- 
ject of “Pension-Retirement Plans.’’ The panel 
members included: Mr. Fremont C. Gault, in- 
surance manager of the Weyerhaeuser Timber 
Company; Mr. M. B. Lake, assistant controller 
of the Seattle-First National Bank; Mr. Myron 
C. Law, vice president of Frederick & Nelson; 
and Mr. R. I. Sampson, formerly of Sears Roe- 
buck & Company, now retired, and a member of 
the Control. 


SPRINGFIELD 


Topic: FINANCING BUSINESS OR- 
GANIZATIONS 

Two speakers, one representing a bank and 
the other representing an insurance company, 
presented their views on the general subject of 
“Financing Business Organizations in a Period 
of Inflation” at the February 10 regular monthly 
meeting of the Springfield Control, which took 
place at the Sheraton Hotel. The speakers were, 
respectively, Mr. Foster W. Doty, president of 
the Union .Trust Company, of Springfield, and 
Mr. Homer N. Chapin, second vice-president of 
the Massachusetts Mutual Life Insurance Com- 
pany. 


TOLEDO 
Topic: WAGE INCENTIVES 


An open forum-type of meeting, on the sub- 
ject of “General Wage Incentives,” was held by 
the Toledo Control on February 12. In charge of 
the meeting was Mr. Joseph V. Britt, Program 
Chairman of the Control, and assistant secretary- 
assistant treasurer of Unitcast Corporation, of 
Toledo. 


TWIN CITIES 
Topic: LOSS PREVENTION 
The regular monthly meeting of the Twin 
Cities Control was held on February 3, at the 
Minneapolis Athletic Club. Following dinner, 
Mr. C. A. Sullivan, manager of the Audit Serv- 
ice Division of the Liberty Mutual Insurance 
Company, Boston, delivered a talk on ‘Fidelity 
Loss Prevention.” 
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INSTITUTE MEETING DATES AHEAD 








REGIONAL CONFERENCES 


Eastern—Atlantic City—April 4, 5, 6. Sponsored by the Philadelphia Control 
Mid-Western—St. Paul—May 16, 17. Sponsored by the Twin Cities Control 
Pacific Coast—Seattle—June 11, 12. Sponsored by the Seattle Control 


Members of The Institute are cordially invited to attend meetings of other Con- 


trols when away from their own Control. 


The list of local Control Secretaries (below) is printed for the convenience of 


the members of The Institute. 


All Control meeting dates are listed as scheduled at time of publication. 


March 2—Buffalo, Chattanooga, Twin 
Cities 

March 3—Bridgeport 

March 4—Birmingham, Hartford, Phil- 
adelphia, Quad Cities 

March 8—Kansas City 

March 9—Cincinnati, Cleveland, Mil- 
waukee, Springfield 

March 10—Baltimore, Western Michi- 
gan 

March 11—Dayton, New York City, 
Toledo 

March 15—Pittsburgh 

March 16—Boston, New Orleans, Syra- 
cuse 

March 18—Chicago, Los Angeles, San 
Francisco 

March 19—Portland 

March 23—Atlanta, Dallas, District of 
Columbia, Houston, St. Louis 

March 24—Louisville 

March 25—Indianapolis, Seattle 

March 30—Detroit 

March 31—Rochester 


April 1—Birmingham, Hartford 

April 6—Buffalo, Chattanooga, Cin- 
cinnati, Twin Cities 

April 8—Dayton, Quad Cities, Toledo 

April 12—Kansas City 

April 13—Boston (at Worcester), Mil- 
waukee, Springfield 

April 14—Baltimore, Western Michigan 

April 15—Cleveland, Los Angeles, San 
Francisco 

April 16—Portland 

April 19—Pittsburgh 

April 20—New Orleans, Syracuse 

April 21—Louisville 

April 22—Indianapolis 

April 27—Atlanta, Dallas, Detroit, Dis- 
trict of Columbia, Houston, St. Louis 

April 28—Chicago, Rochester 

April 29—Seattle 


Meetings of the Bridgeport, New York 
City, and Philadelphia Controls will not 
be held in April. 


Secretaries of Local Controls 


Atlanta: Ray C. Johnstone, Blalock Machinery 
& Equipment Co. 

Baltimore: William M. Morgan, The Baugh 
Chemical Co. 

Birmingham: Richard H. Childers, Moore- 
Handley Hardware Co. 

Boston: Frederick L. Patton, Cambridge Rubber 
Co., 748 Main Street (Cambridge). 

Bridgeport: Frank V. Bigelow, Malleable Iron 
Fittings Co., (Branford). 

Buffalo: Herbert W. Soderberg, International 
Railway Co. 

Chattanooga: Glenn R. Stoutt, United Hosiery 
Mills Corp. 

Chicago: Gordon B. Rockafellow, Great Lakes 
Carbon Corp. 

Cincinnati: Howard F. Kidd, The Lockwood 
Manufacturing Co. 

Cleveland: George C. Houck, Harris-Seybold 
Co. 

Dallas: A. D. Harder, Southwestern Life In- 
surance Co. 

Dayton: Joseph A. McKenny, Jr., The Ameri- 
can Envelope Co., (West Carrollton). 

Detroit: Lester M. Elliott, McCord Corp. 

District of Columbia: Walter L. Brauer, U. S. 
News Publishing Corp. 

Hartford: Elmer G. E. Johnson, The American 
Hardware Corp., (New Britain). 

Houston: George L. Duwe, Cameron Iron 
Works, Inc. 

Indianapolis: Howard E. Lohmann, Ayrshire 
Colleries Corp. 

Kansas City: Walter Vaughn, Stern Brothers & 
Co. 


Los Angeles: Louis C. Hageman, The Luer 
Packing Co. 

Louisville: Marion M. Johnson, Brown-Forman 
Distillers Corp. 

Milwaukee: Clarence A. Bickel, The Wisconsin 
Co. 

New Orleans: William P. Stich, The Leon 
Godchaux Clothing Co., Ltd. 

Neu York City: Theodore F. Gloisten, The 
American Home Magazine Corp. 

Philadelphia: Charles H. Yardley, The Penn 
Mutual Life Insurance Co. 

Pittsburgh: William F. Dickson, United States 
Steel Corp. 

Portland: §S. E. Gjerde, Portland Trust and 
Savings Bank. 

Quad-Cities: Donald W: Hunter, Pillsbury 
Mills, Inc., (Clinton, Iowa). 

Rochester: Sigurd Tranmal, Distillation Prod- 
ucts, Inc. 

St. Louis: Preston E. Pitts, Cupples Company. 

San Francisco: Wilson K. Minor, Standard Oil 
Co. of Calif. 

Seattle: A. G. McLean, DeForest & Cox. 

Springfield: J. A. Chadbourne, Old Colony En- 
velope Co. (Westfield). 

Syracuse: George J. Baumer, Muench-Kreuzer 
Candle Co., Inc. 

Toledo: Edmund L. Stewart, Sandusky Foundry 
& Machine Co., Market and Fulton Streets 
(Sandusky). 

Twin Cities: George H. Hess, Jr., 40 North 
Mississippi River Blvd., (St. Paul). 

Western Michigan: Walter W. Wennerstrom, 
Grand Rapids Plaster Co., (Grand Rapids). 
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New Institute Members Elected 








At a meeting of the National Executive 
Committee held January 28, 1948, the appli- 
cants named below were elected to active mem- 
bership in The Institute: 


RAYMOND J. BARBER, JR. 
Goodall-Sanford, Inc., Sanford, Maine. 

J. HAROLD BONES_ 

Tillotson Manufacturing Company, Toledo, 
Ohio. 

WARREN A. BROOKS 
Dead River Company, Bangor, Maine. 

B. G. BRUBAKER Re oe 
General Coal Company (and subsidiaries), 
Philadelphia. 

GRANT COWHERD 
Standard Steel Works, North Kansas City, 
Missouri. 

EDWARD DAVITT : : 
Kimberly-Clark Corporation, Neenah, Wis- 
consin. 

ARTHUR E. DUANE 
American Trust Company, 
California. 

JoHN M. DuFFY - 
Mississippi Shipping Company, Inc., 
Orleans, Louisiana. 

WILLIAM R. EASTMAN 
Wabash Railroad Company, St. Louis. 

FRANK S. EMERSON iki 
Graham Brothers, Inc., El Monte, California. 

MorTIMER J. Fox, JR. 
Indian Motorcycle 
Massachusetts. 

MAuRICE F. GILMAN al 
Alton Box Board Company, Alton, Illinois. 

REUBEN F. GRAY 
Shell Oil Company, 
Louisiana. 

CALLENDER F. HADDEN 
Standard Supply & Hardware Company, Inc., 
New Orleans, Louisiana. 

FREDERIC M. HADLEY 
Eli Lilly and Company, Indianapolis, In- 
diana. 

Roy E. HAMMOND 
General Motors Corporation, Detroit. 

BEN O. HARMON 
Southern Bell Telephone and 
Company, Louisville, Kentucky. 

CLARE F. HEARN . seat 
Michigan Sugar Company, Saginaw, Michi- 
gan. 

James A. KIELY ; 
Saco-Lowell Shops, Biddeford, Maine. 

HaroL_p L. MACOMBER 
Willard Storage Battery Company of Cali- 
fornia, Los Angeles. 

JosEPH B. NEWMAN ie 
Reo Motors, Inc., Lansing, Michigan. 

EpwaArD C. STEPHENSON 
The J. L. Hudson Company, Detroit. 


San Francisco, 


New 


Company, Springfield, 


Inc., New Orleans, 


Telegraph 





Election of the 24 new 
members named above 
brings the membership 
of The Institute to 


3,022 











KERMIT R. TYNDALL 
Canada Dry Bottling Company of Florida 
Inc., Tampa, Florida. 

HAROLD J. Vos 
R. C. Allen Business Machines, Inc., Grand 
Rapids, Michigan. 


’ 


LOCAL MEETINGS 
WESTERN MICHIGAN 
Topic: MERCHANDISING 
The regular monthly meeting of the Western 
Michigan Control was held at the Pennisular 


Club on February 11. The subject for discussion 
was “Merchandising Problems in the Dry 
Field.” Mr. Francis W. Magatti, program chair. 
man for the month, acting as discussion leader 
was assisted by members of his firm, The Muir 
Company, of Grand Rapids, who were guests of 
the Control. They were: Mr. John Smith, adver. 
tising manager ; Mr. Bruce C. Muir, in charge of 
merchandising and cosmetics; and Mr. George 
Irwin, vice-president in charge of store opera. 
tions. 


WORCESTER AREA 
GROUP MEETING 
The February meeting of the members of 
the Worcester Area Group of the Boston 
Control was held on Tuesday, February 24 
at Putnam and Thurston’s. : 


Downturn’s End in ’48 Forecast, With 
New Decline Predicted in ’51-’52 


The present cyclical pressures on busi- 
ness are such that the current downward 
trend will probably end during 1948, 
but it will resume on a more serious 
scale in 1951 and 1952. 

This preidction was made on Feb- 
ruary 19 by Edward R. Dewey, director 
of the Foundation for the Study of 
Cycles, and manager of the Market Re- 
search Department of the Air Reduction 
Company, New York. 

Addressing the New York City Con- 
trol of The Controllers Institute of 
America, Mr. Dewey said: 

“One of the rhythmic fluctuations of 
considerable importance in prices has 
shown itself for over 800 years. The 
cycles or waves that are the result of this 
force have tended to reach crest at in- 
tervals 54 years apart, with bottoms cor- 
respondingly 54 years apart in between. 
This wave is due for its next flow in 
1952, and, if it is continuing, is exert- 
ing a downward pressure at the present 
time. 

“Another important cycle in average 
wholesale prices in the United States 
and in the operations in many individ- 
ual businesses and in the stock market 
is 9 years from crest to crest, or from 
low to low. This wave was first ob- 
served in 1865 or thereabouts, and has 
been coming true ever since discovery. 
It had its last crest in the middle of 
1946, and if it is still operative is exert- 
ing a downward pressure at the present 
time that will continue until the begin- 
ning of 1951. 

“Another important rhythm in our 
economy is chiefly operative in real 
estate and building activity. It is eight- 
een and one-third years from crest to 
crest and had its last top early in 1944. 
It is due for its next low in 1953. This 
rhythm has been expressing itself with 
considerable regularity from 1795 and, 
like the others that I have mentioned, is 
much too regular to be easily the result 


of chance. Assuming that it is still Op- 
erating, it of course is also exerting a 
downward pressure at the present time, 

“The fourth rhythm of which I shall 
speak is about 34% years from crest to 
crest and has been exerting a downward 
pressure since February of 1947. This 
rhythm was first discovered as far as | 
know in 1908 and has been coming true 
since discovery. It is important in stocks, 
and in many aspects of industry. If the 
behaviors of the past continue we can 
expect the downward tendency of this 
force to end 4 months one way or the 
other from August 1948, after which 
this force should exert an upward influ- 
ence until about the middle of 1950 
after which it should join the other 
rhythms of which I have spoken in a 
downward tendency until somewhere 
in the general neighborhood of January, 
L952. 

“Neither the underlying growth trend 
or the cycles wholly govern the opera- 
tions of business. A knowledge of them 
is not advanced as a means of automatic 
predictions. Wars and the aftermath of 
wars and many other elements must be 
taken into account by anyone who tries 
to out-guess the future. On the other 
hand, as I said before, where there is 
regularity there is predictability and to 
the extent that these regularities have 
prevailed in the past we are unwise not 
to take them into account for what they 
may be worth in connection with all of 
our forecasts.” 

se: 


They Like Their Jobs 


Recently one of the larger Detroit auto 
manufacturing companies was curious to 
know how many of its employees really 
liked their jobs. To find out, it held an 
essay contest, “My Job and Why I Like 
It.” Within a very short time, a total of 
172,000 employees submitted essays on 
the subject—of why they liked their jobs. 
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